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INTRODTTCTION 


PUBLIC SPEAKING 

By albert J. BEVERIDGE 

“And the common people heard Him gladly,” for “He taught 
them as one having authority.” These sentences reveal the 
very heart of effective speaking. Considered from the human 
view-point alone, the Son of Mary was the prince of speakers. 
He alone has delivered a perfect address — ^the Sermon on the 
Mount. The two other speeches that approach it are Paul’s 
appeal to the Athenians on Mars Hill and the speech of 
Abraham Lincoln at Gettysburg. These have no tricks, no 
devices, no tinsel gilt. They do not attempt to “split the ears 
of the groundlings,” and yet they are addressed to the com- 
monest of the world’s common people. 

Imagination, reason, and that peculiar human quality in 
speech which defies analysis as much as the perfume of the 
rose, but which touches the heart and reaches the mind, are 
blended in each of these utterances in perfect proportion. But, 
above all, each of these model speeches which the world has 
thus far produced teaches. They instruct. And, in doing this, 
they assert. The men who spoke them did not weaken them 
by suggesting a doubt of what they had to say. This is common 
to all great speeches. 

Not one immortal utterance can be produced which contains 
such expressions as “I may be wrong,” or, “In my humble 
opinion,” or “In my judgment.” The great speakers, in their 
hipest moments, have always been so charged with aggressive 
conviction that they announced their conclusions as ultimate 
truths. They speak “as one having authority,” and, therefore, 
“the common people hear them gladly.” 
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All this means that the two indispensable requisites of speak- 
ing are, first, to have something to say, and, second, to say it 
as though you mean it. Of course, one cannot have something 
really to say — a lesson to teach, a message to deliver — every 
fifteen minutes. Very well, then; until one does not have 
something to say, let one hold one’s peace. 

Carlyle’s idea is correct. He thought that no man has a 
right to speak until what he has to say is so ripe with mean- 
ing, and the season for his saying it is so compelling, that what 
he says will result in a deed — a thing accomplished — ^now or 
after a while. In the prophetic old Scotchman’s iron philosophy 
there was no room for anything but deeds. If such instruction 
is needed; if a great movement requires the forming and con- 
structive word to interpret it and give it direction ; if a move- 
ment in a wrong direction needs halting and turning to its 
proper course; if a cause needs leading; if a law needs inter- 
pretation ; if anything really needs to be said — the occasion for 
the orator, in the large sense of that word, has arrived. And, 
when he speaks, “the common people will hear him gladly”; 
they will hear him because he teaches, and does it “as one 
having authority.” 

Whenever a speaker fails to make his audience forget voice, 
gesture, and even the speaker himself, whenever he fails to 
make the listeners conscious only of the living truth he utters, 
he has failed in his speech itself, which, then, has no other 
reason for having been delivered than a play or any other form 
of entertainment. 

As a matter of fact, very few of the great orators have had 
loud voices, or if they did have them, they did not employ them. 
I am told that Wendell Phillips seldom spoke in any voice but 
a conversational tone, and yet he was able to make an audience 
of many thousands hear distinctly. It is probable that no man 
ever lived who had a more sensuous effect upon his hearers than 
Ingersoll. In a literal and physical sense he charmed them. 
I never heard him talk in a loud voice. There was no “bell- 
like” quality. It was not an “organ-like” voice. 

The greatest feat of modem speech, in its immediate effect, 
was Henry Ward Beecher’s speech to the Liverpool mob. A 
gentleman who heard that speech told me that, notwithstand- 
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Ing the pandemonium that reigned around him, Beecher did 
not shout, or speak at the top of his voice, a single time during 
that terrible four hours. It is true that .®schines spoke of 
Demosthenes’ delivery of his Oration on the Crown as having 
the ferocity of a wild beast. I do not see how that can be, 
however, because Demosthenes selected Isaeus as his teacher 
because Isaeus was “businesslike” in method. 

This, however, is common to the voices of nearly all great 
speakers : they have a peculiar power of penetration that carries 
them much farther than the shout and halloo of the loudest- 
voiced person. They have, too, a singularly touching and 
tender quality, which, in a sensuous way, captivates and holds 
the hearers. James Whitcomb Riley had liis quality in his 
voice when reciting. Julia Marlowe has it. Olga Nethersole 
has it to the very highest degree. Madame Modjeska had it 
nearly as much. 

It is a remarkable thing that there is neither wit nor humor 
in any of the immortal speeches that have fallen from the lips 
of man. To find a joke in Webster would be an offense. The 
only things which Ingersoll wrote that will live are his oration 
at his brother’s grave and his famous “The Past Rises Before 
Me Like a Dream.” But in neither of these productions of this 
genius of jesters is there a single trace of wit. There is not 
a funny sally in all Burke’s speeches. Lincoln’s Gettysburg 
address, his first and second inaugurals, his speech beginning 
the Douglas campaign, and his Cooper Union address in New 
York, are, perhaps, the only utterances of his that will endure. 
Yet this greatest of story-tellers since .®sop did not adorn or 
deface one of these great deliverances with story or any form 
of humor. 

The reason for this is foimd in the whole tendency of human 
thought and feeling — ^in the whole melancholy history of the 
race — ^where tears and grief, the hard seriousness of life and 
the terrible and speedy certainty of our common fate of suf- 
fering and of death, make somber the master-cord of existence. 
The immortal things are all serious . . . even sad. It is so 
with speech — ^I mean the speech that affects the convictions 
and understandings of men. I am excluding now that form of 
speech which is merely a species of entertainment. It belongs 
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to the same class, though of a higher order, as the theatrical 
exhibition. 

Where there is an earnestness of thought (and earnestness is 
only another name for seriousness) there will always be the 
same quality in manner — ^an impressiveness in bearing and de- 
livery. This is inconsistent with merriment of delivery, which 
robs speech of a certain weight and intrinsic worth. It is also 
inconsistent with the voice of storm and the hurricane manner. 
And men in deadly earnest do not talk loud. It has been my 
fortune to see men angry and aroused to the point of killing; 
they were intense, but quiet. I have also seen that bravado and 
drunken boisterousness which thought it imitated, and meant 
to imitate, genuine rage ; it is always strident and violent, never 
dangerous, never sincere. The same thing is true in speech. 
There have only been two or three roarers in effective oratory 
. . . Mirabeau, by all accounts ; and Demosthenes, if Aischines 
is to be believed, which I think he is not to be in this particular. 
He was only excusing his own defeat, and he had to attribute 
it to delivery (I think any unprejudiced mind will agree that 
JEschines made far the better argument). All the other great 
speakers have, even in their most intense passages and in situa- 
tions where life and death were involved, been comparatively 
quiet. 

I remember, as if it were yesterday, the first great speaker 
I ever heard. It was Robert G. Ingersoll delivering a lecture 
in Des Moines, Iowa, in 1884. He had an audience which 
would have inspired eloquence in almost any breast. He came 
on the stage alone, and was very carefully and elegantly at- 
tired, even to the smallest item of his grooming. His address 
was in manuscript, and imperfectly committed to memory. He 
laid it down on a little table at the back of the stage (return- 
ing to it occasionally to refresh his memory), and then, in a 
very natural and matter-of-fact way, walked to the footlights 
and, looking the audience frankly in the eyes, began without an 
instant’s hesitation and in a voice precisely as if he were talk- 
ing to a friend. 

But he was as dramatic at his climax as Edwin Booth ever 
was in “Hamlet.” His face paled, or seemed to pale ; his hands 
dendied with a desperate energy, and the whole attitude of the 
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man was that of one in awful wrath; and yet his voice was not 
raised above the common current of the evening’s address — ^if 
anything, it was lower. While the mature mind cannot endure 
Ingersoll’s rhetoric, it must be acknowledged that his manner 
of delivery (except when his levity made him coarse) was 
nearly equal to that of Wendell Phillips. Both of these men 
had that instinctive taste of the great speaker which Shake- 
speare has described better than any one else in literature, 
when he makes Hamlet tell the players not to “mouth it, as 
many of your players do. I had as lief the town-crier spoke 
my lines. Nor do not saw the air too much with your hand, 
thus; but use all gently: for in the very torrent, tempest, and 
(as I may say) whirlwind of passion, you must acquire and 
beget a temperance that may give it smoothness. Oh I it of- 
fends me to the soul to hear a robustious, periwig-pated fellow 
tear a passion to tatters, to very rags, to split the ears of the 
groimdlings; who, for the most part, are capable of nothing 
but inexplicable dumb shows and noise: I would have such 
a fellow whipped for o’erdoing Termagant; it outherods Herod: 
pray you avoid it.” 

When I was a very yoxmg boy I saw a fist-fight which im- 
pressed me as powerfully as any lesson I ever learned at school. 
An over-tall and powerful man about forty years old had be- 
come very angry at a medium-sized but very compact man of 
about the same age. As his passion increased his violence 
grew until, finally, he was shouting his denunciations. The 
little man stood quietly, and also stood pat. Finally, with a 
great volume of sound, the big man rushed upon the little one 
with arms swinging in the air, and I looked with interest and 
curiosity to see the smaller man either run or be demolished. 
He did neither. His fists were raised, quickly but intensely, 
before him, and when the big man was almost upon him, it 
seemed to me that his ri^t hand did not shoot out farther than 
ten or twelve inches — ^but it did shoot out, and the result was 
as if the big man had been shot sure enough. He fell like a 
slaughtered ox, but rose and came on again, only again to be 
knocked out. This continued for three or four times, for the 
giant was game, but, finally, he was “thrashed to a standstill,” 
as the eapression has it. 



xviii 


ALBERT J. BEVERIDGE 

It was a great lesson in life, and a great lesson in speaking, 
which is only a phase of life. The victor came to the point. 
He did not dissipate his energies. It is so in the manner of 
speaking. The greatest contrast to the perfect method of Inger- 
soll which I ever beheld in a man of equal eminence was in the 
delivery of a lecture by Joseph Cook. 

He came on the stage with ostentatious impressiveness. He 
sat some time before he was introduced. After introduction 
he stood with cne hand thrust in the breast of his tightly but- 
toned frock-coat, and looked tremendously all over the audience 
for, perhaps, an entire minute. Everybody was awed. He 
looked so great. We all said to ourselves, “What a mighty 
man this is 1 ” And, when that effect had been produced upon 
us, the first and great point of effectiveness had been destroyed 
— the speaker had made us think about himself, his manner, 
his appearance, his personality. All the evening we had to wade 
through that slough, tr3dng to follow his thought. And this 
reminds me of a saying of Charles G. Dawes, one of the most 
astute politicians and most capable public men of recent de- 
velopment, which is: — 

“The surest sign that a man is not great is that he strives 
to look great.” 

I think the best speech I ever heard for obedience to the 
rules of the art was an address of about ten minutes by a young 
Salvation Army officer on the streets of Chicago. I listened 
with amazement. He was, perhaps, twenty-three years of 
age, with delicate, dear-cut features, sensitive mouth, and mar- 
velously intelligent eyes. I was just passing the group as he 
stepped into the circle that always surrounds these noisy but 
sincere enthusiasts. He took off his hat, and in a very low, per- 
fectly natural and very sweet voice, speaking exactly as though 
he were having a conversation with his most confidential friend, 
he began : “You will admit, my friends, that human happiness 
is the problem of human life.” And from this striking sentence 
he went on to another equally moving, showing, of course, that 
happiness coidd not be secured by traveling any of the usual 
roads, but only the straight and narrow path which the Master 
had marked out. It was as simple as it was sincere. And it 
was as conversational as it was quiet. Before he had finished 
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his audience had gathered into itself every pedestrian who 
passed during his discourse — business man, professional man, 
working-man, or what not. 

The fight above described suggests the key to the matter, as 
well as the maimer, of speaking. The American audience prop- 
erly demands, above everything else, that the speaker get to 
the point. Our lives are so rapid; the telephone, telegraph, 
and all the instantaneous agencies of our neurotically rapid 
civilization have made us so quick in seeing through proposi- 
tions ; a hundred years of universal education have produced a 
mentality so electric in its rapidity that effective oratory has 
been revolutionized within a decade. 

Burke would not be tolerated now. It is doubtful, even, if 
Webster would. The public had already tired of the lilt of 
Ingersoll’s redundant rhetoric, pleasing as was its music. 
Speech must now be a statement of conclusions. The listeners, 
with a celerity inconceivable, sum up the argument on either 
side of the proposition you announce, and accept or reject it 
by an almost unconscious process of cerebration. 

The most successful speech of to-day would be one of Emer- 
son’s essays, rearranged in logical order — if such a thing were 
possible. Therefore, in matter, the statement is the form of 
address most effective to-day. Senator McDonald, the great- 
est natural lawyer I ever knew, told me that the best argu- 
ment in a case was always the statement of the case. This is 
true on the face of it, of course. In form, the sentences should 
be short ; in language, the words should be as largely as pos- 
sible Anglo-Saxon. These are the words of the people you 
address ; therefore, they are most influential with them. Also, 
therefore, your best method of getting Anglo-Saxon is to mingle 
with and talk with the common people. Also, therefore, tie 
next best method is to read the Bible, the King James trans- 
lation of which is undoubtedly the purest foimtain of English 
that flows in all the world of our literature. 

What nonsense the repeated statement that public speaking 
has had its day, that the newspaper has laken its place, and 
all the rest of that kind of talk. Public speaking will never de- 
cline until men cease to have ears to hear. How hard it is to 
read a speech — ^how delightful to listen. Speaking is nature’s 
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method of instruction. It begins TOth the mother to child; it 
continues with teacher to pupil; it continues still in lecturer 
or professor to his student (for the universities are all going 
back to the old oral method of instruction) ; and it still 
continues in all the forms of effective human communica- 
tion. 

The newspapers are a marvelous influence, but they are not 
everything and they do not supply everything. For example, it 
is commonly supposed that they absolutely and exclusively 
mold and control public opinion. But they do not. When all 
has been said, the most powerful public opinion, after all, is 
that from mouth-to-mouth public opinion — ^that living, moving 
opinion which spreads from neighbor to neighbor, and has fused 
into it the vitality of the personality of nearly every man — 
yes, and woman; don’t forget that — ^in the whole community. 

And the philosophy which underlies this is what makes pub- 
lic speaking immortal. The Master understood this very well, 
and that is why He chose to speak by word of mouth rather 
than by writing epistles. The Savior never wrote a single 
epistle — ^no, not even a single word. He spoke His Message. 
Think of a gospel announced to the world in cold t3T)e ! Ab- 
surd, is it not ? It may be repeated in that form ; but its initial 
power must come from the spoken word and vital personality 
of its author. But it was not “extemporaneous.” All His life 
He had been preparing His few sermons — ^lessons. 

The great speakers to whom I have listened have confirmed 
certain conclusions upon the subject of speaking at which I 
arrived while in college. It seemed to me that the college 
method of speaking was wrong, because it was irrational — ^that 
the studied gestures, the “cultivated” voice, the staccato im- 
pressiveness, were all artificial devices to attract the attention 
of an audience to these things instead of to the thought of the 
address. 

Analysis of the problem convinced me that an audience is 
only a larger person — a great collective individuality — ^and, 
therefore, that whatever, in maimer or matter, will please, per- 
suade, and convince a person, will have the same effect upon an 
audience. Hence, one readily deduces that a simple, quiet, and 
direct address, a straightforward, unartificial, honest manner. 
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without tricks of oratory, is the most effective method of lodging 
truth in the minds of one’s hearers. 

Any affectation, any mannerism, detracts from the thought, | 
because it calls the attention of the listener to the mannerism 
or affectation, whea his whole attention should be monopolized 
by the thought. Read Herbert Spencer on the “Philosophy 
of Style,” and apply his reasoning to the delivery of an address, 
and you have the rationale of the art of speaking, as well as of 
speech, put with that wonderful thinker’s imerringness. 

The method commonly employed in preparing speeches is 
incorrect. That method is to read all the books one can get 
on the subject, take all the opinions that can be procured, 
make exhaustive notes, and then write flxe speech. Such a 
speech is nothing but a compilation. It is merely an arrange- 
ment of second-hand thought and observation, and of other 
people’s ideas. It never has the power of living and original 
thinking. 

The true way is to take the elements of the problem in hand, 
and, without consulting a book or an opinion, reason out from 
the very elements of the problem itself your solution of it, 
and then prepare your speech. 

After this, read, read, read, comprehensively, omnivoroudy, 
in order to see whether your original solution was not exploded 
a hundred years ago — ^aye, or a thousand; and also, to fortify 
and make accurate your own thought. Read Matthew Arnold 
on “Literature and Dogma,” and you will discover why it is 
necessary for you to read exhaustively on any subject about 
which you would think or write or speak. But, as you value 
your independence of mind — ^yes, even your vigor of mind — 
do not read other men’s opinions upon Ae subject before you 
have clearly thought out your own conclusions from the prem- 
ises of the elemental facts. 

And as to style, seek only to be clear. Nothing else is im- 
portant. 

Consider the method of the Savior in His addresses to the 
people. Next to Him, those perfect specimens of the art of 
putting things are the speeches and epistles of St. Paul. I know 
of nothing in literature so clear, convincing, and logical. The 
words of the Master astonish one with their absolute unity 
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with all the rules of effective address. Especially His method 
of driving home a truth by repeating it, and that, too, in exactly 
the same words, is noticeable and very effective. He did not 
fear that He would be tiresome; He was concerned only in 
being clear. Take the following examples: — 

Therefore whosoever heareth these sayings of mine, and doeth them, 
I will liken him unto a wise man, which built his house upon a rock. 

And the rain descended, and the floods came, and the winds blew, 
and beat upon that house; and it fell not: for it was founded upon a 
rock. 

And every one that heareth these sayings of mine, and doeth them 
not, shall be likened unto a foolish man, which built his house upon 
the sand: 

And the rain descended, and the floods came, and the winds blew, 
and beat upon that house; and it fell: and great was the fall of it. — 
Matthew vii: 24-27. 

Or study this : — 

And if thy right eye offend thee, pluck it out, and cast it from thee; 
for it is profitable for thee that one of thy members should perish, and 
not that thy whole body should be cast into hell. 

And if thy right hand offend thee, cut it off, and cast it from thee: 
for it is profitable for thee that one of thy members should perish, and 
not that thy whole body should be cast into hxil.’^Matthew v: 29, 30. 

Or this : — 

Then shall the King say unto them on his right hand, Come, ye 
blessed of my Father, inherit the kingdom prepared for you from the 
foundation of the world. 

For I was an hungered, and ye gave me meat: I was thirsty, and 
ye gave me drink: I was a stranger, and ye took me in. 

Naked, and ye clothed me: I was sick, and ye visited me: I was in 
prison, and ye came unto me. 

Then shall the righteous answer him, saying, Lord, when saw we 
thee an hungered, and fed thee? or thirsty, and gave thee drink? 

When saw we thee a stranger, and took thee in? or naked, and 
clothed thee? 

Or when saw we thee sick, or in prison, and came unto thee? 

And the King shall answer and say unto them, Verily I say unto 
you, Inasmuch as ye have done it unto one of the least of these my 
brethren, ye have done it unto me. 
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Then shall he say also unto them on the left hand, Depart from 
me, ye cursed, into everlasting fire, prepared for the devil and his angels: 

For I was an hungered, and ye gave me no meat: I was thirsty, and 
ye gave me no drink: 

I was a stranger, and ye took me not in: naked, and ye clothed me 
not: sick, and in prison, and ye visited me not. 

Then shall they also answer him, saying. Lord, when saw we thee 
an hungered, or athirst, or a stranger, or naked, or sick, or in prison, 
and did not minister unto thee? 

Then shall he answer them, saying. Verily I say unto you. Inasmuch 
as ye did it not to one of the least of these, ye did it not to me.— 
Matthew xrv: 34-35. 

Consider Antony’s funeral oration over the dead body of 
Caesar, and note the same mastery of the art of repetition. 

But, like all powerful weapons, it is dangerous to one who is 
not a natural speaker. It might easily be fatal, for remember 
that we are advised to “use not vain repetition as the heathen 
do, for they think that they shall be heard for their much 
speaking.” 

I doubt if any man can be a great speaker who does not 
have in him the religious element. I do not mean that he shall 
be good (one may be good and not religious, or the reverse, as 
any professor of mental and moral philosophy will tell you) ; 
but that he shall have in him that ms^sticism, that elemental 
and instinctive conviction of the higher power and its provi- 
dence which makes him in sympathy with the great mass of 
humanity. Emerson has pointed out that the great speaker 
— yes and the great man — ^is he who best interprets the com- 
mon feeling and tendency of the masses. 

The profoxmdest feeling among the masses, the most influ- 
ential element in their character, is the religious element. It 
is as instinctive and elemental as the law of self-preservation. 
It informs the whole intellect and personality of the people. 
And he who would greatly influence the people by uttering 
their xmformed thought must have this great invisible and un- 
analysable bond of S3Tnpathy with them. I will let your 
preacher work this out more elaborately for you. 

One word more ; and to this word listen and harken and bind 
it on the tablets of your understanding. Insincerity cuts the 
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heart out of all oratory. You may marshal your arguments and 
concoct your pretty devices of words and work yourself into a 
great heat in the speaking of them ; but if you do not believe 
what you say you are only a play-actor after all — a poor mum- 
mer reciting your own lines. You had far better be a profes- 
sional actor — ^that will, at least, insure you excellent lines to de- 
claim. 

To effect anything ; to achieve a result ; to make your words 
deeds, as the old Scotch thinker declared they shorild be or 
else not to be uttered, you must teach. And in your teaching 
you must teach “as one having authority.” To the Master 
we must go, after all, even for our methods of utterance; and 
at His feet learn that oratory is the utterance of the truth by 
one who knows it to be the truth. And so will your words be 
words of fire and your speech have weight among your fellow 
men. 
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SIR ESME HOWARD 

^ SALES REPRESENTATIVE OF JOHN BULL AND CO. 

The following address was delivered by the British Ambassador 
to the United States before the New York Advertising Club at a 
luncheon on January 23, 1926, given in the Ambassador’s honor. 
The Ambassador introduces himself as a sales representative of 
John Bull and Company and discusses his experience as a rubber 
grower and also British market conditions in general. The Right 
Honorable Sir Esme Howard was bom in 1863. He has been 
Minister to Switzerland and to Sweden, and Ambassador to Spain 
and was a delegate to the Paris Peace Conference. He became 
Ambassador to the United States in 1924. 

Advertising is one of the necessities of modern life and the 
part played by the advertiser in introducing the buyer to the 
seller is a most important and useful one. Indirectly, also, ad- 
vertising is of the greatest importance for the education of the 
public, for the great papers of to-day could not possibly supply 
their readers with news from all parts of the world without the 
assistance of advertisements. I confess I am quite ignorant of 
advertising psychology, but it always appears to me to be a 
peculiarly difficult art, for the advertisement must draw to itself 
the attention of the public in a forcible way but without pro- 
ducing irritation or antagonism in the reader, which is fatal to 
the object in view and likely only to have an effect the exact 
opposite to that desired. 

Now, if I may venture to make a timid and personal criticism 
of certain advertising methods, I should be inclined to say that 
too much stress has been laid on the publicity side with regard 
to what we in England call “posters” and too little on the dan- 
ger of causing annoyance or irritation in the minds of those 
that read. 
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To take an extreme case; The pure publicity man if he 
could get a colored light advertisement recommending Mr. X’s 
patent flea powder on the tower of the Houses of Parliament in 
London or Mr. Z.’s pink pills on the dome of St. Paul’s, would 
perhaps think that this would be a great achievement and he 
would not take into account the harm that would be done to his 
client by arousing a hostility complex in the minds of the 
public. 

I hope I may not be accused of being a captious critic of a 
business which I, like all the rest of the world, recognize as one 
of the mainsprings of modem life. 

And now I shall venture to tread this delicate ground of 
publicity myself — feeling that you surely will not quarrel with 
me if I do what you do every day of the year on behalf of 
your clients, namely, a little reasonable boosting on behalf of 
my principal, John Bull and Company. 

Now, I have noticed that there has been a tendency of late 
to suppose that this old and respected firm of John Bull and 
Company was in very low water, that their business had so 
far decreased and their credit was so impaired that they would 
soon have to ask for easy terms and maybe to stop payments 
altogether. I have even been interpreted by my friend. Colonel 
Harvey, as having given expression to some such thought my- 
self in a speech which I made in New York last spring. Well 
I daresay it was my fault and that I did not express m3rself 
clearly enough. 

What I intended to say then I do not mind repeating again 
now. It amounted to this, that as John Bull and Company are 
a nation of shopkeepers who live mainly by trade, unless the 
firm’s old clients, who had been badly hit by the World War, 
were speedily put on their legs again, they would not be able 
to make purchases on the old scale from the old firm, which 
in turn would have to restrict its own purchases and might 
ultimately, as a result of shrinking business, be unable to meet 
its liabilities, as it has always done on the exact date of their 
maturity. That, however, was even at that time only a dis- 
tant and contingent possibility. And I added that if a 
sense of general security were restored in Europe we might 
surely expect a genereil economic revival by which John Bull 



A SALES REPRESENTATIVE 


3 


and Company would not be the last or the least to profit. 
Now, I am thankful to say, the prospect is really much 
better. 


The Effect of the Locabno Pacts 

The change for the better has imdoubtedly come from the 
day the Locarno Pacts were initialed. Those Pacts have, to a 
very remarkable and astounding degree, restored confidence and 
reestablished credit in almost all countries in Europe and so 
revived hope in a more prosperous future. Men who before 
hesitated to risk anything in a commercial venture are begin- 
ning to feel that some risk can reasonably be taken and orders 
are fortunately beginning to come in, factories are begin- 
ning to work again and the number of the tmemployed to 
diminish. 

The worst time we have known perhaps for generations oc- 
ourred toward the end of last summer when i2j4 per cent of 
the male population of Great Britain were unemployed and the 
imfavorable balance in trade in exports and imports was mount- 
ing up against us in an alarming way. Railways and many in- 
dustries were reported to be drawing on their reserves to meet 
obligations. For nearly six years since the Armistice was 
signed, conditions had grown steadily worse and no end of the 
depression appeared in sight. There was the situation in August 
last, and it must be admitted that it was scarcely encouraging. 
In spite of all, the British Government had funded its foreign 
debt, had balanced its budget, had paid off no inconsiderable 
portion of its national debt and brought its currency almost to 
par, which was no mean achievement. But it was not unnat- 
ural that in view of then existing conditions there were persons, 
some sincerely friendly, others not, who predicted that Great 
Britain was down and out and that John Bull and Company 
were heading for bankruptcy. It is by no means the first time 
in history that requiems have been chanted over the corpse of 
British commerce. The corpse, however, has an inveterate 
habit of sitting up to take part in the rites and walking briskly 
away from its own funeral. 
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Now, for my part, I shall never believe that Great Britain is 
down and out until I see it. I believe that there is still the 
old stubbornness in resistance to defeat in the British race 
which has helped it to recover from so many defeats and 
to weather so many hurricanes. I may be entirely wrong, 
but I trust more in the spirit and temper of the people than in 
anything else. I don’t believe that spirit and temper has 
really changed and that the mixture of stubbornness and pli- 
ability or adaptability to circumstances however adverse will 
still be able to rise to whatever the occasion requires. But the 
situation is fortunately more hopeful to-day than it was in 
August last and the restoration of confidence on the Continent 
of Europe has undoubtedly contributed largely to this beneficent 
change. 

The Chancellor of the Exchequer, speaking recently to the 
Engineers’ Club in London, called attention to the fact that, 
though the total world trade done in recent years was less in 
volume than before the war. Great Britain’s share of the dimin- 
ished total was actually larger than in 1914, and he quoted the 
Economist to show that no fewer than 450 separate typical 
businesses showed an improvement in “profitability” of ii 
per cent as compared with 1923. 

At the beginning of December last it was officially stated that 
in the preceding eight weeks there had been a net reduction of 
138,000 in the unemplojnnent figures. 

I don’t want to bore yon on an occasion of this sort with 
figures and details, but I may say this: that the situation in the 
iron and steel trade is decidedly improving and more orders 
are coming in; the automobile industry is particularly active 
and prosperous. 

In shipbuilding, although there are fewer Admiralty orders 
than before, better times are expected as the surplus ships built 
during the war become obsolete. 

Building, woolen textiles and cotton textiles seem all to be 
looking up again and the linen industry reports improvement. 
The retail trades are, if an3dliing, too active and the amounts 
collected by the Treasury in direct taxes show that a large 
proportion of the population is receiving a comparatively com- 
fortable income. 
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The Bsitish Coal Situation 

But we may say that unless the coal problem can be satis- 
factorily solved, the rest is of only secondary importance. Coal 
is the foundation, the heart of British industry. The future 
of the industry is still in suspense. We cannot tell if the Royal 
Commission or any other body can play fairy godmother and 
indicate a means of saving many British coal mines from dos- 
ing. We cannot, therefore, say we are out of the woods and 
it is no time for throwing up our caps and shouting. The 
situation is still serious enough, but despite the forebodings of 
all Cassandras I believe that England will, as before, adapt 
herself to the requirements of the moment and win through 
accordingly. 

Well now, that finishes my little bit of advertisement and 
may I now for a minute or two pass on to make a short ex- 
planation of a matter which has for some time past consider- 
ably exerdsed public opinion in this country. I refer to that 
most useful material known as rubber, spedally provided, one 
would suppose, by nature to ward off inconvenient and unpleas- 
ant shocks but which latterly seems to have lost this pleasant 
quality and to be charged with an all too electric shock-creating 
power. And in this connection I should like to give you a little 
personal history. About thirty years ago I left the diplomatic 
service and wished to enter the House of Commons, but not 
being largely blessed with this world’s goods I thought I might 
try to add to my slender store. It so happened that, at that 
time, I made friends with the manager of the greatest rubber 
manufacturing firm in London and from conversations with him 
I became convinced that the demand for rubber would shortly, 
in a few years, outrun the supply. I was also sentimentally 
interested in the West Indian Islands and therefore I deter- 
mined to try to kill three birds with one stone, to help by ex- 
perimental plantation to meet the world’s demand for rubber 
which was bound to come, to assist the West Indies back to 
prosperity and also to provide myself with the funds necessary 
for an independent political career. 

I can say I took no chances. I traveled for two years, at my 
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own expense, in the Amazons and in Mexico and the West 
Indies accompanied by a botanist who has since risen to emi- 
nence in the University of Cambridge. Well, in spite of that, 
to make a long story short, we planted the wrong kind of rub- 
ber tree in the West Indies and after waiting for over ten years 
to see if the tree we planted — the Castilloa Elastica of Mexico 
and Central America— would bear productively in plantations, 
we found it would not and were obliged to cut them all down. 
I lost my time and my money and what was worse the money 
of my friends who had joined me in the venture. 

I saw the other day in a paper that when the word “rubber” 
was mentioned an Englishman’s expression was like that of the 
cat caught by the empty cream jug or the empty canary cage. 
You will understand that the word rubber does not produce 
that particular kind of satisfaction in my soul. 

But the moral of all this story is this: A few years after I 
began planting rubber the prices began to soar up so that be- 
fore the century closed they went up well over two dollars, 
in the meantime, other people had the same idea, only they 
planted in other parts of the world, mainly Ceylon and what 
are called the Straits Settlements in the Malay Peninsula — ^and 
for the most part they planted another tree, the Eevea Brasi- 
liensis which, unlike the Castilloa Elastica, did well when 
planted and produced rubber latex freely. The result was that 
the price of rubber went down steadily, until the war came and 
sent all prices up for the time being. 

Prices, however, dropped again after the war to a point at 
which it was no longer profitable to work certain of the planta- 
tions and unless something could be done to save many of them, 
they would have had to be abandoned and would have gone 
out of cultivation. This would have caused prices to rise again 
automatically by naturally restricting the output and doing so 
in such a way that it would have been impossible to meet at 
once an immediate and urgent demand, while at the same time 
ruining a number of people who had invested their money in 
planting. It was literally a case with many plantations of — 
“To be or not to be — ^that is the question — ^to plant, perchance 
to sell — Aye there’s the rubber.” 

The Governments of Malaya and Ceylon then took the mat- 
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ter up and after having failed to induce the estate owners to 
get together and agree upon voluntary restriction, passed a law 
which limited the exportation of crude rubber, in such a way, 
however, that the shipments of rubber should be increased as 
prices rose. 

The machinery created by this law was absolutely automatic 
and it is quite accurate to say that, since the price on the con- 
suming markets provided the only lever by which it worked, 
its operation was placed, not in the hands of either the grow- 
ers or the Governments but in the hands of the consumers in 
this and other countries. There were no mergers of plantations 
authorized and no monopolies of any kind were created or en- 
couraged. 

A very large proportion of the production of rubber in Brit- 
ish territory was, and is, in the hands of small planters of very 
moderate means. Had those small plantations been allowed to 
revert to jungle what would the situation have been to-day? 
Much worse, I venture to think, than it is. Those plantations 
were saved by the restriction acts. New planting was en- 
couraged which would otherwise not have been imdertaken and 
though for a time prices have undoubtedly exceeded what 
might be termed a rate of reasonable profit, yet, as I say, the 
plantations were saved and the possibility of immediately in- 
creasing the output as and when prices rose up to or above the 
fair profit producing level was secured. 

Though we may all admit that the restrictions might, per- 
haps, have been more rapidly removed, we should, I think, also 
admit that the increase in demand was phenomenal and un- 
e2q)ected and that in the long run the Stevenson Act as it is 
called was for the benefit not only of the planters but also 
of the consumers. And this further admission I think should 
in fairness be made that but for these same planters who risked 
their time and their money, as I did, when the whole business 
was in a purely experimental stage and knew they would have 
to wait at least ten years for their returns, a prospect that does 
not appeal to the ordinary investor, prices might now be at $3, 
$4, or $5 a pound, if the consumer had to rely on wild rubber. 

I really think that taking all things into account the con- 
sumer owes some debt of gratitude to these pioneers without 
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whose foresight, energy and initiative he would now undoubt- 
edly be pajdng infinitely more with no prospect of an early 
reduction when restrictions are removed and loo per cent of 
standard production is released on February i. 

The Consumer’s Debt 

Further, I should like to say this to clear up a point which 
the American public does not seem to understand. Although 
prices for crude rubber touched exceedingly high levels for a 
few months last year, the average price for the whole year was 
only about seventy-three cents a pound and the average for the 
past five years has been only about thirty-two or thirty-three 
cents. Neither the Government of Great Britain nor that of 
the Straits Settlements gets anything out of it except in so far 
as increased prosperity increases revenue derived from ordinary 
taxation. Further, it is in no way discriminatory nor aimed at 
the American consumer for the British consumer all over the 
world pays just as much as the American and, incidentally, 
seems to be objecting to doing so. In these circumstances, I 
hope you will agree with me that the words extortion, hold-ups, 
gouging, etc., which have been frequently used in this connec- 
tion are, to put it mildly, as Mark Twain said of the reports of 
his own death, perhaps a trifle exaggerated. If to quote an old 
English proverb — ^“soft words butter no parsnips” neither are 
hard words milch cows from which we extract the milk of 
human kindness. 

I am quite willing to agree that monopolies in raw materials 
exercised by Government action are generally speaking a mis- 
fortune and likely to lead to international friction — but there 
may be cases which are exceptions and require exceptional 
treatment. There may be times when the Government may 
have to legalize arrangements which are not strictly in con- 
formity with economic law in order to save an industry tempo- 
rarily threatened which is of importance, not only to the coim- 
try of that industry, but also ultimately to the world at large. 
I confess I have not gone deeply into this rubber matter, but I 
feel convinced that, unless the situation had not been really 
very serious for the plantations, and for the Straits Settlements 
which depend to a great extent on the plantations, the British 
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Government would not have consented to a policy which is at 
variance with its usual methods and practice. 

And so, the moral I would draw for both our countries over 
this pother about rubber which I believe will be happily for- 
gotten very shortly is this. When causes of friction arise be- 
tween us, as they are sure to arise from time to time since that 
is only human, let us try, before using strong language to each 
other, before imputing to each other all sorts of unworthy mo- 
tives, to examine as impartially as we can all the reasons at the 
back of the action under dispute. Then if we have criticisms 
to make let us make them by all means as friends to friends 
and without creating unnecessary bitterness. Critics of Amer- 
ica in Great Britain have often been in the past as disagreeable 
as critics in America of Great Britain and if I have ventured 
here to appeal to both in the interests of good understanding, I 
hope my temerity may be excused and that nothing I have said 
will be taken as impertinent interference. 
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THE FOREIGN COMMERCIAL POLICY OF THE 
UNITED STATES 

The Secretary of State of the Roosevelt Cabinet, Cordell Hull, is a 
leader among those who believe in the preservation of friendly 
relations among nations and the building up of general prosperity 
through tariff and other trade agreements. Cordell Hull was bom 
in Overton County (now Pickett County) Tennessee, on October 2, 
1871. He served in the Spanish-American war with the rank of 
Captain, was a circuit judge in Tennessee, was for many years a 
member of Congress, was elected to the Senate in 1930 and was 
appointed Secretary of State on March 4, 1933, The speech here 
presented was delivered in Washington, D. C., at a meeting of the 
Chamber of Commerce of the United States on May 2, 1935. 

I AM VERY happy to have been given this opportunity to speak 
to you about the effort which the Administration is making to 
restore our foreign trade, for the condition of that trade and 
the state of our national well-being are intimately related. In 
time of acute depression measures of a purely national charac- 
ter are given paramount attention and considerations of foreign 
commercial policy tend for a time to become lost to view. 

We have reached a point, however, when every country must 
go forward both on a domestic and international economic 
program, so that the buoyancy of an expanding world pros- 
perity will develop to sustain and promote the expansion of 
domestic recovery. The international aspects of such a com- 
bined program are far broader than the mere readjustment of 
a limited number of tariff rates in this country. It envisages, 
broadly speaking, that important nations throughout the world 
will proceed gradually but simultaneously to readjust to a more 
reasonable level the existing excessive tariffs, quotas, and other 
trade barriers, and to abandon the chief forms of discrimina- 
tion in international finance and commerce, and to adopt fair, 
equal, and friendly trade methods and practices. 

10 
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While this and other countries have made a very considerable 
recovery in production and prices, and, under its constructive 
domestic program this country will make considerably more, 
the limitations encountered by reason of the extreme isolationism 
throughout the world are more and more pressing them- 
selves upon the national consciousness of this and other coun- 
tries. It is well, therefore, to give thought to the paramount 
and fundamental aspects of the situation in which our recovery 
policies as a whole must function. While it would be difficult 
to exaggerate the importance of domestic and internal meas- 
ures for recovery, it is nevertheless true that the collapse of 
world trade is beyond any doubt one of the most important 
factors prolonging the depression. The breakdown of the in- 
ternational structure has created uncertainty and fear, and 
holds in check the tens of billions of dollars of investment 
which today are most urgent owing to capital depreciation, 
obsolescence, renewals, repairs, and the need for new structures. 
What is required at this juncture is to move forward both on 
the domestic and the international fronts toward a full and 
stable measure of trade expansion and industrial prosperity. 

May I here remark that on this day two years ago, in ad- 
dressing the American Section of the International Chamber 
of Commerce here in Washington, I strove to combat the isola- 
tionist tendency and said: 

“The opposing view, while disclaiming extreme economic inter- 
nationalism, on the other hand would challenge extreme economic 
nationalism and launch this country upon a sane, practical middle 
course. It would supplement our impregnable home market with 
adequate foreign markets for our ever-increasing surpluses ” 

In the nineteenth century, a closely coordinated world econ- 
omy was developed, based upon the very sound principle that 
man could conduct his affairs most profitably imder conditions 
of reasonable freedom. It is indeed significant that this period, 
in which the great advantages of international commerce were 
generally recognized, witnessed the most rapid growth of popu- 
lation, the most amazing rise in the standards of living, and 
the broadest increase in the utilization of the earth’s natural 
riches for mankind’s benefit and happiness that has ever been 
experienced. 
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The industrial technique, together with its handmaidens, 
commerce and finance, was brought to a high degree of develop- 
ment first in England, from where it spread during the course 
of the nineteenth century to many other countries, including 
the United States. In this era we made immense gains in the 
production of both agricultural and industrial goods, thereby 
providing employment and a constantly rising standard of 
living for our rapidly increasing population. No small part of 
this advance was made possible by the steady expansion of 
world trade and the increasing demand of other countries for 
the goods we had to export. Being at that time a debtor and 
undeveloped country, a policy at times highly protective led 
to no serious consequences, but shortly after the World War, 
ignoring the economic transformation which had taken place, 
we began to erect barriers to our foreign trade not consistent 
with our newly achieved creditor position nor our efficiency in 
production. Within the short space of a decade we had raised 
our tariff rates on three successive occasions, thereby preparing 
the destruction of our vast foreign trade upon which a large 
share of our prosperity rested. This interference, opportunist 
in spirit, uncoordinated with our other policies, and contrary to 
our long-term interests, represented a definite break with the 
ideal of economic liberalism which had made possible this great 
commercial expansion. 

The events of the World War enormously increased the im- 
portance of the United States commercially and financially in 
world affairs. Just at the time when the disturbed interna- 
tional relations of the post-war period called for the broadest 
possible development of world trade as a means of minimizing 
shocks and creating a new international balance, we adopted 
an unduly high protectionist policy which played its part in 
the subsequent world-wide collapse and contributed in so im- 
portant a measure to the present breakdown in international 
commercial and financial relations. 

The time was when international relations were few and 
intermittent. The most widely different conditions could exist 
in different countries entirely unaffected by developments in 
other regions. Wars might even occur in parts of the world 
without the disturbance being felt jippreciably elsewhere. 
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The World War definitely demonstrated that this era had 
ended and that the expansion of transportation and communi- 
cation combined with the growth of industry and commerce 
had created a world of closely connected states economically 
interrelated. Although many people in this country and abroad 
have refused to recognize this fundamental change, the uni- 
versality of the depression has again furnished conclusive evi- 
dence of its actuality and completeness. International relations 
are no longer incidental to national life but have become an 
essential factor in the existence of all nations. 

When the War ended, many Americans of experience and 
vision saw the position of courageous economic leadership 
which the best interests of both this coimtry and the rest of 
the war-sick world demanded of the United States. But the 
nation as a whole allowed itself to be seized with an irrational 
fear of foreign competition. I believe that it was primarily 
that fear, and not pride or selfishness, that blinded us to the 
great advantages wWch we might have secured from an intelli- 
gent and sound development of our international economic 
relations. 

This country, of coxurse, will not think of repeating its past 
experience of prescribing a one-way trading policy and then 
indulging in wild and reckless lending abroad. We need not, 
however, hide the fact that we made a far greater amount of 
equally reckless and worthless loans at home. The entire policy 
of careless and unsound lending at home and abroad alike 
should be reformed and placed on a sound and safe basis. 
Naturally, so long as the larger part of the world remains 
imdeveloped and the overwhelming mass of the world popxda- 
tion is suffering the pinch of economic distress, farseeing busi- 
ness men in the capital producing countries will, as in the past, 
be found making investments and loans abroad. 

Let us not fool ourselves as to the direction in which we 
are going. It is literally accurate to say that no nation was 
ever so well-equipped to become a great trading nation, to play 
its role in assisting in the development of hi^er standards of 
living throughout the world and thereby stimulating the in- 
creased purchasing power of the huge populations in backward 
areas, which cannot fail to increase our own prosperity. With 
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our superb natural resources, transportation facilities, produc- 
tive equipment and technique and power resources, we stand 
face to face in this year 1935 with the problem of whether 
we shall go forward with renewed industry, energy, hardihood, 
and the old pioneering spirit, or whether we shall falter and fall 
back, allowing second and third rate countries to step forward 
and take our place. 

Extreme high tariff barriers have been supplemented in 
many foreign countries by quantitative restrictions tantamount 
frequently to embargoes and by the control of foreign ex- 
change which is often allotted on a most arbitrary basis. To 
these a number of other less important but scarcely less bur- 
densome and irritating restrictions have been added, all de- 
signed to exclude imports and all having the effect of choking 
and throttling world trade. As a result, on the one hand 
surpluses of many kinds of both agricultural and industrial 
goods have accumulated in the countries which formerly sup- 
plied these products to the world, while on the other hand 
these very goods are being produced uneconomically and con- 
sequently at exorbitant prices in the former consumer countries 
behind their unscalable barriers. Sorry substitutes, absurd 
synthetic production, and inferior quality production virtually 
worthless, are being attempted. 

The international price structure for some time has been 
dislocated. For many commodities there is no longer any such 
thing as a world price. In many instances prices are two, three 
or four times higher in one country than in the surplus pro- 
ducing countries. This is true of wheat, lard and other com- 
modities highly important for our domestic producers and 
for consmning masses of foreign populations. 

The resources of the world needed for modem ways of living 
and for the development of a higher future civilization, are 
not evenly distributed throughout the globe. Basic raw ma- 
terials of modem industrialism are highly concentrated in 
certain cotmtries, notably the United States and Western 
Europe. Even our own great country with its natural resources 
of iron ore, coal, petroleum, lead, zinc, copper, and other 
mineral resources, is deficient of many basic materials which 
are drawn from all parts of the world including wood pulp. 
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tin, nickel, manganese ore, rubber, raw silk, jute, hemp, flax 
and other fibers, hides and skins, and of foods such as sugar, 
coffee, tea, spices, and certain fruits not obtainable at home. 
The modem industrial structure depends upon the interchange 
of products localized in certain areas and which the various 
countries of the world can enjoy only on the basis of inter- 
national trade. 

One has only to look at the figures of the proportion of 
domestic production exported by the coimtries of Central and 
South America and the Orient to see how highly dependent 
these areas are upon world trade. No one who has not par- 
ticularly concerned himself with these problems can realize 
the degree to which various countries have developed specialties 
of their own. We in this country have developed such special- 
ties, notably in cotton, lard, tobacco, automobiles, machinery, 
copper and petroleum products, fruits, electrical and office ap- 
pliances, as well as a host of products of smaller value, and 
these specialties bulk larger in our trade with almost every 
country. Similarly, every other country has specialties wili 
which it reaches out in its contacts with the four comers of 
the globe. 

Whenever this interchange of products, to the extent mutu- 
ally profitable, is obstmcted, the prices of the products that 
are destined for the world market are seriously depressed. 
The ensuing economic distress leads to political unrest and 
sometimes to revolution. The disturbed conditions of the last 
six years incident to the dismption of the world economic sys- 
tem have been chiefly responsible for the political upheavals 
and the downfall of government after government in almost all 
parts of the world. Internal distress opens the way for the 
demagogue and the agitator, stirs up internal class strife, and 
especially develops international friction, fear, and resentment 
of foreign peoples and governments, and shatters the very 
foundations of world peace. The dangerous political situations 
that exist throughout the world today, the international tension, 
the recrudescence of the military spirit, the expansion of stand- 
ing armies, the enormously increased military budgets, the 
feverish efforts made to invent new instruments of warfare, 
new weapons for offense and defense — ^all these have emerged 
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and developed in a world in which the international economic 
stmctiire has been shattered, in which normal peaceful com- 
mercial intercourse has been broken and vast unemployment 
and human distress has resulted. It is the collapse of the 
world structure, the development of isolated economics, that 
has let loose the fear which now grips every nation and which 
threatens the peace of the world. We cannot have a peaceful 
world, we cannot have a prosperous world, until we rebuild the 
international economic structure. 

Economic questions and conditions form the basis of inter- 
national relations now more than at any other time in history. 
If nations are engaged in discrimination or retaliation or in 
the practice of irritating trade methods toward one another, the 
preservation of friendly relations and of that understanding 
necessary for peace and mutual prosperity is rendered difficult 
and precarious. Without friendly relations and understanding 
nations are little prone to settle questions or controversies by 
arbitration or other orderly and peaceful means. On the con- 
trary, they are hasty to arm and to institute force for justice 
in international affairs. We behold that tendency progressed to 
an alarming extent today. 

The desire of the Government to combat this trend, which 
it is convinced can lead only to the serious deterioration of 
our civilization, is the controlling reason for the efforts which 
it is now making to restore international trade on a basis of 
equality and friendship. This must continue to be the basis 
for world commercial relations. 

The numerous discriminations now practiced by nations in 
their manipulation of tariff rates, quotas, exchange controls, 
and other devices designed to exclude foreign products, and in 
their exclusive bilateral arrangements, have undoubtedly been 
one of the chief causes which have led to the serious economic 
and political conditions now prevailing. Not only are nations 
rapidly impoverishing themselves by these practices but they 
are thereby also inviting the enmity and provoking the resent- 
ment of other peoples. The irony of bilateral arrangements to 
the exclusion of triangular and multilateral trade lies in the 
fact that, while their advantages are soon overcome by the 
counteractive measures adopted by the states against which 
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they discriminate, the feelings of dislike and distrust which 
they engender live on. 

I am not altogether surprised when people uninstructed in 
the conduct of international relations and commercial policies 
and concerned solely with their immediate selfish interests 
criticize the Government for refusing to adopt this course for 
doubtless they can see in it only the temporary advantages 
which it promises to themselves and not the harm that it in- 
evitably causes the nation as a whole. 

The tendency to seek special preferences abroad is coupled 
with the stubborn and frequently unscrupulous resistance en- 
cotmtered by the Government when even the most moderate 
reduction in a tariff rate is proposed regardless of how clearly 
this may be to the advantage of the country as a whole. The 
pressure which is being currently brought upon both legislators 
and officials in Washington by those who fear that they are 
to be deprived of even a small part of the artificial advantage 
given them by an over-indulgent government too often at the 
expense of efficient producers and consumers in general, would 
incline one to believe that much of the sturdy self-reliance, 
hardihood, and vigor of this coimtry are definitely on the de- 
cline. Every post which comes to the Department of State 
brings letters requesting, and frequently demanding, that the 
Government obtain for their writers some personal or local 
advantage, often in clear defiance of the general interest. As I 
suppose is only to be expected, these demands are frequently 
absurdly conflicting. The Government is asked, on the one 
hand, to reduce or more often to prevent entirely the importa- 
tion of this or that article or class of goods, and, on the other, 
to secure preferences in foreign markets for this or that Ameri- 
can product. I have had presented to me time and again 
sdiemes for expanding our exports of our agricultural products 
by means of preferential arrangements, dumping devices, and 
other measures which involve serious complications of our gen- 
eral trade relations. These same people insist on complete 
embargoes against industrial and agricultural imports. These 
people have not yet learned the lesson, which now ought to be 
evident to everyone, that foreign commodities cannot continue 
to buy our cotton, lard, tobacco, and other surplus commodities 
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unless the exchange "with "which to pay for these products is 
made available through imports into the United States. We 
cannot continue to sell even our most important products 
abroad unless we are disposed to buy to the extent mutually 
profitable. I wish to call your attention particularly to the 
decline in this current year of our exports to many of our best 
consuming markets in Europe. Thus, our exports to Europe 
in January and February of this year declined i6 per cent in 
relation to that of January and February of a year ago. If we 
place embargoes upon our imports, we shall, in the last analysis, 
witness inevitably the destruction of our export trade. Seized 
with an unreasoning fear whenever a small driblet of imports 
of a competitive nature comes over our tariff wall, even when 
under purely temporary or accidental conditions such as, for 
example, the drought, action is urged which, if followed too 
frequently, may lead to retaliation by other countries, so that 
step by step such actions lead straight toward a complete em- 
bargo of imports all around, and, since one country’s imports 
are another coimtry’s exports, a like embargo of exports all 
around. 

We oppose exclusive or preferential arrangements the effect 
of which would be to impose discriminatory tariff rates against 
other countries. On the other side this country does not intend 
to accept discrimination against American commerce in foreign 
countries. It desires to extend equality of treatment to all 
nations and it seeks to obtain fair and equitable treatment from 
all nations. The unconditional most-favored-nation policy, as 
already indicated, is the one which almost universal experience 
since the middle of the last century has demonstrated to be the 
best suited for the attainment of these purposes. This Gov- 
ernment is convinced that only if it makes the most determined 
attempt to stem the degeneration of international commercial 
intercourse into a network of bilateral arrangements of an ex- 
clusive and restrictive t 3 q)e with their accompanying discrimi- 
nations and retaliations, can international trade be restored. 

It is my belief that most nations drifted into the condition 
in which they now find themselves, due primarily to the pres- 
sure of the peculiar maladjustments of the post-war period 
and the wave of extreme economic nationalism incident thereto ; 
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that, with possibly a few exceptions, they have not deliberatdy 
elected to follow the course to which circumstances have forced 
them. It is incumbent upon some great nations, certainly the 
United States as much as any other, to come forward with a 
broad, constructive program calculated to displace gradually 
the policies which have proven so futile and so destructive dur- 
ing these past several years. With the sources of information 
that the organization of the Government places at my disposal 
I see not a few evidences of the state of mind of other peoples 
which give me reason to believe that the program which this 
Administration is following is beginning to supply the inspira- 
tion necessary to induce them to alter their course and to hope 
that the world can shortly expect a general movement in the 
direction of international economic sanity. 

There are those who believe that international trade cannot 
exist in modern times without endangering and destroying the 
industries of each separate country. These people believe, too, 
that all international commerce is highly competitive and there- 
fore destructive to industries of the various nations. On the 
contrary, in the very nature of the case, international trade 
as contemplated in our program is broadly speaking comple- 
mentary in character. The history of our own foreign trade, 
and the shifts that have occurred in the structure of our im- 
ports and exports illustrate the complementary character of 
foreign trade. One hundred years ago, two-thirds of our ex- 
ports consisted of raw materials, and more than half of our 
imports consisted of finished manufactures. Today half of our 
esports consist of finished manufactures and nearly half of our 
imports are raw materials. These enormous shifts in the struc- 
ture of our imports and exports indicate in part the adjustment 
of foreign trade in the needs of our national economy, though 
in part the present structure of our trade has been shaped by 
artificial restrictions. While our imports of finished manufac- 
tures constitute a smaller portion of our imports now than 
formerly, it is important to note that the absolute value of 
these imports increased from $roo,ooo,ooo in 1850 to $1,000,- 
000,000 in 1929. Of the finished manufactures, the greater 
part consist of specialty products which are not directly or 
seriously competitive with products of our own industries. Es- 
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sentially, they complement our own products. With the prog- 
ress of invention and the development of an increasing number 
of finished goods which go with higher standards of living, in 
contrast to the simpler products needed in a more primitive 
society, we may anticipate a constantly larger interchange of 
finished products. Foreign trade, to be complementary and 
non-competitive, is not necessarily confined to the exchange of 
raw materials and foodstuffs for finished manufactured goods. 
The new products that have emerged in the last few decades 
illustrate the enormous impetus which invention and discovery 
may give to foreign trade. One has only to mention in this 
connection the importance of many of these newer products 
such as motor cars, radio sets, office equipment, electrical ap- 
pliances, etc., in our own foreign trade. With rising standards 
of living incident to the industrial development of the eco- 
nomically backward countries, the increased purchasing power 
will inevitably give rise to a larger consumption of our mass 
production goods in exchange for specialty products. Each 
dollar of such imports, of course, pays for a dollar’s worth of 
our burdensome surplus exported. 

I repeat, international trade has always been essentially of 
a complementary character, rather than sharply competitive, 
and this will continue to be the case. If we give proper en- 
couragement, by minimizing the obstacles to trade, to the de- 
velopment and expansion of those industries in which each 
country, by reason of natural resources, soil, climate, mechani- 
cal equipment, horsepower, and special aptitudes of skill and 
training, is most efficient, there will continue to be an expand- 
ing scope for international trade based on complementary rela- 
tions rather than on sharp competition. Indeed, the more we 
encourage our efficient industries to find foreign markets, the 
more the structure of our industry will be shifted toward those 
lines where it will not feel the impact of foreign competition. 
It is the country that seeks to protect unnatural industries 
which is always faced with foreign competition. And, on the 
contrary, it is the coimtry that efficiently and courageously 
develops its natural strength and natural industries whidi is 
least subject to foreign competition. It is not our automobile 
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industry, for example, which complains about foreign competi- 
tion. It is our highly protected industries which complain. 

The trade agreements program, first promulgated and unani- 
mously adopted by the twenty-one American nations at 
Montevideo and now actively being carried forward by this 
Government, is based upon the view that international trade 
among other things is a material factor in the full and stable 
business recovery of individual nations; that unreasonable 
trade barriers can only be effectively reduced by a constructive 
program carried out over a period of years concurrently by the 
leading nations of the world; that such liberalized commercial 
policy will be a vital factor in the reduction of unemployment, 
the increase in domestic prices, and the improvement of busi- 
ness conditions throughout the world. What we propose in a 
fair and friendly way as stated affords the best possible founda- 
tions on which to rebuild sound and worthwhile international 
relations. This program contemplates a simultaneous and con- 
tinuous attack by all wide-awake nations upon the several 
well-recognized obstructions to the restoration of international 
trade and finance. The opponents of a liberal commercial 
policy would have every nation by means of a purely national- 
istic program attempt to restore domestic prosperity, while at 
the same time intensifying the existing network of trade- 
destroying restrictions and practices. The proponents of a 
liberal commercial policy, on the other hand, would utilize the 
most comprehensive domestic and international programs com- 
bined and would cut through these trade restrictions and open 
the way toward an expansion of world trade as an aid to do- 
mestic recovery, thereby combining domestic measures with 
international measures designed to rehabilitate a full me2isure 
of domestic and world prosperity. 

This country can and must furnish its fair share of leader- 
ship in this great movement. For this it is peculiarly fitted 
because of its weight and importance in the world economy, 
and because it is less tied up in the entanglements and restric- 
tive policies in which other countries, frequently against their 
will, have become enmeshed. The way lies open for new op- 
portunities in world leadership toward peace and prosperity. 



WILLIAM E. HUMPHREY 

THE FEDERAL TRADE COMMISSION 

The following address explaining and vigorously defending the 
new policy of the Federal Trade Commission was delivered before 
the Economic Club at the Hotel Astor, New York City, on April 
28, 1926. Tte Honorable William E. Humphrey was bom in 1862 
and had been a resident of Seattle, Washington, since r893. He 
was a member of Congress from 1903 to 1917, and in 1925 was 
appointed a member of the Federal Trade Commission. 

The Act creating the Federal Trade Coniimssion provides that 
it is the duty of the Conunission, whenever it shall have reason 
to believe that a party is usin^ any “unfair methods of com- 
petition,” to proceed against such party, provided that it shall 
appear to the Commission that such proceeding “woTdd be to 
the interest of tfie public.’* ' 

In the “interest of the publid’ is the chart and compass that 
should direct always the course of the Commission. Since I 
became a member of the Comnoission, although it has been but 
a short time, many changes have been made in its purpose and 
methods. I believe these changes are right and in the public 
interest I believe that these dianges are in the interest of hon- 
est business. It is my purpose to tell you briefly some of the 
more important changes that have been made, and why they 
were made. For all these changes, the credit and responsibility 
belongs equally to each member of the majority of the Conunis- 
sion. 

The majority believe that those engaged in business are gen- 
erally honest. The foundations of the changes in the rules 
are found in the fact that the majority believe that there 
should be some reasonable showing before branding as crooks 
those accused of breaking the anti-trust laws. We demand 
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evidence. We refuse to convict on suspicion and possibilities. 

In the past, when a complaint was received, an ex parte in- 
vestigation was made. Sometimes these investigations were 
extensive, often they were superficial, and not infrequently 
they were merely formal. Upon such an investigation, a com- 
plaint was issued against the respondent — ^that being the term 
used to designate those against whom the Commission proceeds 
— ^and immediately upon the issuance of this complaint, the 
Commission itself officially gave out publicity as to the charges 
against the respondent. Such publicity, coming with the offi- 
cial stamp, especially in cases where the respondent was promi- 
nent or the political effect important, was given wide circula- 
tion. Particularly was this true of any sensational statements 
made in the publicity. It sometimes happened that the re- 
spondent knew nothing of the matter whatever imtil he saw him- 
self advertised as a crook by the headlines in the public press, 
and never was the respondent given an opportunity to be heard 
before such publicity was issued. It frequently happened that 
thereafter, on the hearing of the case, sometimes months after- 
wards, sometimes years afterwards, it was found that the 
respondent was entirely innocent and the case was dismissed. 
But this dismissal brought no headlines in the press. It was 
not news. It furnished no text for socialistic jmd bolshevist 
propaganda. It furnished no political weapon for those who 
preadi the doctrine of universal dishonesty in the conduct of 
American business. The injury done to the respondent, the 
poison injected into the public mind was not removed by the 
dismissal of the case. 

My mind goes back down the centuries to a scene enacted in 
the streets of Jerusalem, one of the outstanding events in the 
record of the race, when the mob cried out for the death of 
Paul, the greatest of the apostles. To satisfy this cry the chief 
captain, not knowing whether he was guilty or innocent, or 
even what the charge might be against him, ordered that he be 
scourged. They seized and boimd him. Then Paul asked them 
the question that has lived through the ages — ^‘Is it lawful to 
scourge a man, a Roman citizen and tmcondemned?” When 
the centurion heard this question, he told the chief captain 
and warned him of the consequences of scourging a Roman 
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citizen without trial. Immediately the chief captain ordered 
the apostle unbound and set free. 

We are told that in that elder day to be a Roman was greater 
than to be a king. In this day, certainly it is greater to be an 
American than it was in that elder day to be a Roman. Should 
we show less consideration to the American citizen than was 
shown to the Roman citizen? Personally I do not believe that 
we should to-day at the cry of the mob, the Bolshevist, the re- 
former and the fool, treat the American business man as only 
a barbarian was treated nearly two thousand years ago. I 
think the time has come to stop scourging American Business 
first and finding out afterwards whether it is guilty or innocent. 

Let me give you an illustration. In giving these illustra- 
tions, the facts may not be exactly as they occurred. If they 
are not, they might very easily have occurred. The Commis- 
sion issued a complaint against a company, charged with hav- 
ing illegally acquired the stock and assets of several competi- 
tors. That respondent had arranged to borrow some forty 
million dollars to finance this transaction. When the case came 
to trial, it was found that the transaction was perfectly legiti- 
mate and would have been to the public interest. But what a 
travesty on justice! The publicity given out when the com- 
plmnt was issued caused the banks to withdraw the loan, the 
credit of the respondent was destroyed, it was a bankrupt long 
before the case was heard. Not only the respondent, but the 
other companies that were to be consolidated with it, were 
ruined, and a great, legitimate industry destroyed. Both the 
public and the respondent were entirely without redress. 


Settlement by Stipulation 

There is another change we have made that I think is of 
tremendous importance. We have adopted a rule that when 
our investigators make a report and we deem the facts sufii- 
cent to warrant the issuance of a complaint, we give the parties 
accused an opportunity to be heard before we issue a complaint. 
We believe that this is only fair and just, because we have 
heard those who have complained against the respondent. 
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Usually those making complaints are competitors of the re- 
spondent, jind inasmuch as they had made their statements, we 
thought it but fair to give the respondent an opportunity to 
state his side of the case. After the respondent has made his 
statement, if we are satisfied that he is violating the law and is 
willing to sign a stipulation that he will quit such practice, with 
a condition in such stipulation that if he fails to keep it, that 
such stipulation may be used against him, we accept that 
stiptdation instead of proceeding to trial, and the action is dis- 
missed. 

Remember that we have no power to punish. We have 
authority only to issue orders to cease and desist. If the re- 
spondent agrees by stipulation to quit the practice complained 
of, why is not the public interest as fully protected as it could 
possibly be by the issuance of an order? 

It seems to me that our plan of stipulation not only accom- 
plishes all that can be secured by trial, and saves the public 
e^ense, but that it is in harmony with the spirit of our juris- 
prudence, that always hold out every inducement to settle con- 
troversies by compromise and settlement without litigation, so 
long as the public interest is protected. And let it not be for- 
gotten that in many cases a stipulation can be secured where 
conviction on trial would be impossible. 

Do not forget that our rules in regard to publicity and to 
stipulation do not apply in cases where the business itself is 
inherently fraudulent or where the business is legitimate but 
is conducted in such a manner as to show the dishonesty of 
those engaged in it, or where the record and reputation of those 
complained of are such as to warrant the Commission in be- 
lieving that a stipulation would not be honestly entered into, 
or honestly observed. To this class of cases belong stock sell- 
ing schemes, those that commonly come imder what is desig- 
nated as the “Blue Sky Laws” ; the so-called industrial schools, 
with their false and misleading advertisements, that are rob- 
bing and blackmailing the ambitious young men and women of 
to-day who are endeavoring to better their conditions; the 
merchant who sells one class of goods and delivers another to 
the purchaser. The public interest demands in cases of this 
kind, an immediate exposure of such parties. Stipulations with 
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them wotild not be justified on any ground. The Commission 
will give the widest publicity in its dealings with crooks. We 
accept no stipulations from this class. We call the attention of 
the Department of Justice to such cases when we believe they 
should be prosecuted, and to the postal authorities when we 
believe a fraud order should be issued. 


Objections to Stipulations 

Nothing has aroused greater opposition from those who are 
opposed to the change in rules than our policy in settling cases 
by stipulation. Our opponents say that this should not be 
done; that in all cases where stipulations are warranted, the 
case should proceed to trial. As I construe it, the primal duty 
of the Commission is to protect the public from unlawful prac- 
tices. If this can be accomplished by stipulation instead of 
litigation, leaving out of the question the great cost to the tax- 
payer in these days of dire necessity for economy, what 
can be the objection to so stipulating? I know the objection 
voiced by the opponents to such procedure. They say that 
they want to terrorize dishonest business. To use the stock 
phrase of the professional demagogue, they tell us that they 
want to “put the fear of God into the hearts of the dis- 
honest.” 

I will not stop to discuss whether giving publicity— parading 
on front pages, over sensational headlines the details of fraud 
and vice and crime, tends to lessen these evils or benefit the 
public. But while we are terrorizing the ten men in business 
that are dishonest, are we not at the same time terrorizing the 
ninety men that are honestly trying to obey the law? It is ab- 
solutely dishonest to claim that there is a clear and distinct 
line between what is and what is not unlawful under the anti- 
trust acts. It is, therefore, absolutely dishonest to say that 
when they are violated, it is always done purposely. It is ab- 
solutely ^shonest to say that when men violate the anti-trust 
act, their action is always as reprehensible and that it is done 
as knowingly as when men violate laws that for ages have been 
recognized by common consent without statutes. The Supreme 
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Court of the United States has many times divided upon what 
action constituted an unfair method of competition. 

Only within the last few weeks, two cases of very great im- 
portance have been decided by the Supreme Court of the 
United States, in which the judges were divided, four to five, 
as to whether certain facts constituted a violation of the law. 
If that great Court, the greatest that the world has ever known, 
with men whose integrity is above suspicion, and of great abil- 
ity — ^if these men cannot agree always upon what facts con- 
stitute a violation of the Anti-Trust Laws, how can any sane 
and honest man say that a business man always knows with 
certainty when he is violating the Anti-Trust Laws? 

The chief objection to settling cases by stipulation lies in the 
fact that it tends to lessen the publicity that the demagogue 
and the fanatic wish to use in their propaganda of socialism 
and discontent. 


Result of Stipulation 

The proof of the pudding is the eating thereof. What has 
been the practicjil result of this rule of stipulation? It has 
now been in effect just one year. I know of no way so fairly 
to show what has been accomplished under the new rule, as to 
compare with it what was done imder the old rule for the last 
year of its existence. Particularly do I think this a fair com- 
parison, as the minority who now oppose the new rule had 
complete control of the Commission’s affairs during the last 
years of the old. 

During the last year under the old nde, the Commission is- 
sued 54 orders to cease and desist. That means that by these 
orders the public was protected from the unlawful actions of 
54 concerns, assuming that none of these cases were appealed 
and that all the orders were obeyed, a supposition that is, of 
course, not correct. Under the old rule, the public was pro- 
tected from the unfair practices on an average of one concern 
each week. I submit that this is not a bad record, and shows 
that the Commission was justifying its existence. 

Let us look at the other side of the picture. What has been 
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the result of the first year under the new rule? Of course, it 
took some time for the new rule to come into full force, es- 
pecially as it applied only to cases brought after its adoption. 
During the first year of this rule, in spite of this restriction, 
the public was protected from the fraudulent practices of 270 
concerns — 54 by orders and 216 by stipulation. In other words, 
the new rule has given the public five times as much protec- 
tion as the old, and, of course, the one great purpose of the 
establishment of the Commission was to protect the public in- 
terest. Or, to state it in another way, using the first year of 
the new rule and the last year of the old rule as a basis of com- 
parison, we have accomplished more imder the new rule in one 
year than we would have accomplished under the old rule in 
five years. 

The big thing, the overshadowing thing, in the work of the 
Federal Trade Commission, is protecting the public from these 
violations of law, which injure the public in countless ways. 
But there is also another side to this question, worthy of con- 
sideration, in these days of tax burdens such as the American 
citizen has never before carried — ^that is, the question of econ- 
omy. Under the present rule of stipulation, the cost of settling 
cases as compared with the old system, is nominal. It costs 
$2,500 more in each case to protect the public by trial and 
order than it does by stipulation. The new rule has already, in 
its first year, saved the American taxpayer approximately 
$700,000. 

These figures assume that the cases against the 270 concerns 
would have been tried and orders issued therein within the year. 
But, as a matter of fact, we know it wotild have taken several 
years to stop these 270 concerns by trial and order. 

When you take that view of the situation, the new rule has 
saved the taxpayers of the country, in the first year of its opera- 
tion, several million dollars, and when we remember that if all 
these cases had proceeded to trial instead of being settled by 
stipulation, not only would it have taken several years, but 
during that time, a large number of concerns would have con- 
tinued their fraudulent operations to the injury of the public, 
the value of this new rule of stipulation to business and to the 
taxpayer cannot well be overestimated. 
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To sum it up, the new rule has demonstrated the first year 
that it has saved the public from the fraudulent practices of 
more concerns, has given greater protection to honest busi- 
ness, has saved more money to the taxpayer, than would have 
been done under the old rule in five years. 

Let me point out another great benefit of this rule. When I 
went upon the Commission, we were more than 500 cases be- 
hind om docket. Under this new rule, for the first time in the 
history of the Commission, it is more than keeping up with the 
work. We are now even with the docket. We are taking care 
of all the new cases and have disposed of practically all the 
old cases. This means that hereafter, when a case is brou^t, 
instead of being months or years in deciding it, it will be dis- 
posed of promptly. There are cases upon the docket now that 
have been pending from five to nine years. To dispose of cases 
promptly will give added relief to the public and save money 
to the taxpayer, be fair to the accused, and of advantage to all 
concerned. By this new rule of stipulation we are settling more 
than 7S per cent of the cases of law violation promptly, saving 
the time of the Commission and money of the taxpayer, prevent- 
ing of wrong by unjustified publicity both to the public and the 
accused, and above all, we are more fully protecting the public 
interests. 

I have spoken in different parts of the coimtry upon this rule 
of stipulation. I have watched with some care the press com- 
ments and I have yet to find a single American citizen that has 
not approved this stipulation rule, except only that class intent 
on spreading the propaganda that success and dishonesty in 
American business are s3mon3anous. 


Documents Voluntaeily Submitted 

Recently the press and certain members of Congress have 
had much to say because the Federal Trade Conunission re- 
fused to turn over to the Department of Justice certain docu- 
ments we had in the celebrated Aluminum case. 

It is true that we did refuse to turn over certain papers to 
the Department of Justice in this case, but the rule was not 
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adopted for the purpose of the Aluminum case— it was adopted 
and in force long before the Aluminum case arose. Those who 
criticize this action on behalf of the Commission strikingly 
illustrate what Shakespeare so truthfully describes as “lying 
with a circumstance,” In other words, they do not tell the 
whole truth. The papers we refuse to turn over to the De- 
partment of Justice are papers that are voluntarily submitted 
to us in confidence; documents that we have no right to de- 
mand and cannot compel the parties to give us, documents 
that are voluntarily given to us in confidence and under prom- 
ise to the parties giving them that such documents will not 
be used by any one else. 

We wish to have the confidence of business and of the public. 
We cannot expect that confidence unless we deserve it. We 
cannot deserve it, if we practice deception. If we were to be- 
tray the confidence of those, who in confidence, and under 
promise of protection, submitted to us documents that we re- 
quested — and that we could only secure by their voluntary ac- 
tion— we would deserve the condemnation of all decent men. 
I want to emphasize that all the shrieks and demonstrations, 
and misrepresentations of self seeking demagogues, paid re- 
formers, and salaried patriots, seeking only their own selfish 
advantage, will not make us do this infamous thing. 

I want the citizens of this country to know that the Federal 
Trade Commission will deal with them on the square. If they 
deal with us confidentially, that confidence will not be betrayed. 
If they submit documents to us under such circumstances, such 
documents will not be used by any one but the Commission, 
except upon the permission of those giving them to us, or upon 
a proper order of the court. 

Whatever may have been done in the past, I want every one 
to know that hereafter the Commission is not going to act as 
a smelling committee or detective agency for any other depart- 
ment of the Government. 


OcTR Cbeed 

I e::q)ress the faith of the majority of the Commission as it 
is composed to-day, when I say: 
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We do not believe that success is a crime; 

We do not believe that failure is a virtue; 

We do not believe that wealth is presumptively wrong; 

We do not believe that poverty is presumptively right; 

We do not believe that industry, economy, honesty and brains 
should be penalized; 

We do not believe that incompetency, extravagance, idleness, 
and inefficiency should be glorified; 

We do not believe that big business and crooked business are 
synon3mious. 

True we will give closer scrutiny to big business than to small 
business, because of its greater power for good or evil. 

We believe that 90% of American business is honest. 

We believe that 90% of American business is anxious to 
obey the law. 

We want to help this of honesty. 

We want to control or destroy the 10% that is crooked. 

In this endeavor, we want your help. We hope to deserve it. 


t 
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ADVERTISING AUTOMOBILES 

Edward S. Jordan is one of the leaders in the automobile industry. 
He was bom in Merrill, Wisconsin, in 1882, worked his way through 
the University of Wisconsin as a newspaper reporter, learned 
salesmanship with the National Cash Register Company of Day- 
ton, Ohio, and entered the automobile business in 1907. He or- 
ganized the Jordan Motor Car Company in 1916. The following 
address is an exposition of the principles of advertising and sales- 
manship. It was dehvered at the World Motor Transport Con- 
gress held under the auspices of the National Automobile Chamber 
of Commerce at Detroit, Michigan, May 1924. 

I HAVE been asked to talk on the subject of “Effective Auto- 
motive Advertising.” 

This is a very serious matter and one upon which there is 
wide disagreement. 

Permit me, therefore, to state some very dry historical facts 
regarding the origin and development of advertising by way of 
preface. 

When Adam and Eve opened up the Garden of Eden, Adam 
never dreamed that there was any necessity for advertising, and 
never conceived of there being any such thing as salesmanship.' 

He knew he had the only woman in the world, a low overhead 
and, in fact, everything went along all right until a salesman 
came along with a red apple and a wonderful selling talk. 

Eve fell for that selling talk, and on that day salesmanship 
and advertising originated. On the same day we had the begin- 
nings of Hart, Schaffner & Marx — ^now the greatest clothing 
manufacturers in the world. 

When Noah saw the wafers rising and conceived the idea of 
the first great ocean liner, he advertised the fact that he was 
sorry that he could provide accommodations for but two 
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of each of the living species. That’s alluring advertising. • 

I do not know how many extra rooms he had, but the con- 
versation that he gave out has been duplicated by every hotel 
clerk I ever met in my life. There is always a shortage of 
rooms in the best hotels. And that’s sales manshi p. 

When Moses escaped from the bulrushes and started on his 
travels he wrote a wonderful piece of advertising copy which 
has never been duplicated in the history of the world. Even E. 
Leroy Pelletier, who writes the Rickenbacker advertising, ad- 
mits that Moses wrote the Ten Commandments. 

When Caesar started out to conquer the world there was no 
such animal as an advertising agent, atnd no expert copy writers 
in existence, so he was forced to write all of his own publicity, 
and the general opinion to-day is that he did a fairly good 
job. 

When Columbus was approaching the shores of America he 
met a little adventuresome bird, the first sales ambassador from 
the new world, advertising America. When he landed on the 
beach at San Salvador the first sight which met his eyes was 
that of an Indian smoking the first Camel cigarette. 

I suppose when he asked that Indian the name of the coun- 
try in which he lived the Indian replied, “Ask Dad, he knows.” 
No doubt that was the origin of the cigar store Indian. 

When Theodore Roosevelt wanted to command the attention 
of all the people in the United States he woidd call the news- 
paper men together and originate some new catch phrase — a 
phrase which would be on the tongue of every American citi- 
zen within twenty-four hours. The word “mollycoddle” is one 
of these. “Malefactors of great wealth” is another. “Undesir- 
able citizens” is a third. Roosevelt understood advertising. 

I have been asked to talk about “Effective Automotive Ad- 
vertising.” Just as nearly every man thinks he is something of 
a humorist, so nearly every man thinks that he can write adver- 
tising. Therefore, I assume that many of you will disagree 
with what I am going to say because nearly everyone has a little 
different idea of what constitutes good advertising. 

Advertising does not consist merely of full pages in The Sat- 
urday Evening Post and in the daily newspapers. It does not 
consist merely of a painted display on the billboards throughout 
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the United States, nor does it consist merely of a series of book- 
lets or catalogues. 

Advertising begins when the ciying child first advertises his 
wants to his mother, and ends only with the epitaph on the 
headstone in the village cemetery. 

Advertising is infinite, endless, and intensely fascinating be- 
cause it plays upon all of the human senses and all of the emo- 
tions known to human beings. 

Advertising creates wants, fulfills desires, raises the standard 
of living, sustains the price of merchandise, educates the public 
and brings profit to the advertiser. 

In fact, publicity, which is just another name for advertis- 
ing, is really just another name for public opinion, and public 
opinion rules the world. 

Effective advertising, whether in the automotive industry or 
any other line of business, can be effective only as it is founded 
upon certain fundamentals familiar to every intelligent person. 
Since economy is the fundamental consideration in any com- 
mercial effort, the true measure of effective advertising is based 
upon the answer to the simple question, “How much do you 
get for your money?” Before we speak of the best methods 
for getting results at the lowest cost it will be interesting to 
quickly review the growth of advertising expenditures in 
America. 


$1,284,000,000 Spent for Advertising in 1923 

In 1923 it is estimated that one billion, 284 millions of dol- 
lars were spent in advertising in the United States. The fifty 
leading motor car companies spend between 60 and 75 millions 
of dollars annually. In 1915 the expenditures of all ad- 
vertisers in the thirty-six leading national magazines was less 
than 23 millions of dollars. In 1923 it totaled nearly 100 mil- 
lion dollars. The grand total for the years 1915 to 1923 inclu- 
sive was $590,696,000. This, exclusive of all other publications 
and all other forms of advertising. 

In 1923 newspaper advertising of all kinds totaled around 600 
millions, with all magazine advertising totaling 150 millions. 
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Direct mail advertising last year was estimated at about 300 
millions. Advertising of all kinds in the seventy leading maga- 
zines in 1923 totaled 121 millions. In 1915 the same magazines 
carried a total of about 38 millions of dollars, which represents 
a gain of approximately 83 millions of dollars in the last eight 
years. 

In 1915 the automotive industry spent about 5 million dollars 
in the thirty-six leading national magazines. In 1923 this in- 
dustry spent over 17 million dollars, or an increase of about 13 
millions in these publications alone. In the last nine years the 
automotive industry has spent over 115 million dollars in the 
thirty-six leading national magazines. 

In the period from 1913 to 1923, inclusive, the output of pas- 
senger cars increased from 818,000 to over 3,600,000, or, in 
dollars and cents, from $363,978,000 to $1,693,808,000. 

While the automobile industry is one of the largest pur- 
chasers of advertising, the tobacco companies are strong be- 
lievers in publicity. About $3,700,000 a year is being expended 
on Camel cigarettes and Prince Albert tobacco on billboards 
alone. Cigarette companies in the last ten years have increased 
the sale of their products 300 per cent. The sale of cigarettes 
has increased from 13 billions to 60 billions annually. 

The Palmolive Company, the best soap advertisers in the 
world, spend approximately 2 millions on billboards alone. The 
Campbell Soup Company, marketing a ten cent product, is 
spending over 3 millions a year in magazine advertising. Even 
Henry Ford, who was long thought to be opposed to advertising 
expenditures, is reported to be spending several millions of 
dollars this year. 

If we take the amount of space purchased in the thirty-six 
national magazines as a measure of the volume of advertising, 
food products lead, with 12 millions; toilet goods next with 8 
millions; wearing apparel 8 millions; passenger automobiles 
$7,700,000. If we add tires with $2,730,000 and include all 
other accessory advertising, the automotive industry would 
probably lead the list. 

Since we in the passenger car business have been merely sup- 
plying a demand for individual transportation which had been 
accumulating for over two thousand years, and since the desire 
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for the motor car cannot be denied, and the saturation point 
will never be reached until everyone has one and none ever 
wears out, it is impossible for anyone to estimate the contribu- 
tion that has been made to sales efforts by advertising, but since 
we know that the great mass of the American people read ad- 
vertisements more diligently than they do the editorials, and 
read the funny section more frequently than they do the Bible, 
we have reason to believe that a great contribution has been 
made. 

It would be extremely difficult for me to analyze effective 
advertising by comparison. I can only give you certain funda- 
mentals whidi have influenced me in all my publicity efforts. 

In order that you may imderstand my point of view let me 
state in the beginning that it is my belief that only about five 
per cent of the people really think. Only about five per cent 
have learned to enjoy that marvelous luxury known as mental 
activity. 


Five Per Cent of People Think 

This five per cent represents that admirable group who, be- 
ing accustomed to imitation, must always exercise good judg- 
ment and good taste. 

Ten per cent of the people get along faiirly well by imitating 
the five per cent. They are inclined to buy that car which has 
been accepted by the thinkers; while eighty-five per cent of 
the people are inclined to believe what they read and hear, and 
they usually act as they feel. 

Therefore, whether we are selling automobiles, tires, motor 
trucks or accessories, our first appeal should be made to the 
leaders. 

There are a thousand ways in which this can be done, but the 
simplest way to appeal to them is to their five senses: sight, 
which means lines, color; feeling, which means comfort both 
mental and physical; hearing, which means absence of con- 
spicuous noises; good taste, which means pleasing appoint- 
ments ; and atmosphere, or that interesting element with which 
you surround the merchandise you are trying to sell. 
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Of course, effective advertising can only continue to be effec- 
tive if the merchandise serves well and inspires the user to 
recommend it to other buyers. 

It is my own belief that most of the failures in the automo- 
bile industry have been due to lack of coordination between 
the men who design, purchase parts, produce, sell and service 
the car. 

If the engineer is dominant you will have an engineering job 
designed to satisfy the engineer’s desire for self egression. If 
the purchasing agent dominates, you will have a job which is 
built largely from the standpoint of low purchase cost. If the 
production man dominates, you will have a car designed for 
high speed production. If the sales department dominates en- 
tirely you will have a car designed for price alone. 

The most satisfactory automobile is that in which the ideals 
of good design, intelligent purchasing, careful production and 
lasting service are combined. An analysis of the records of the 
automobile companies will show that cars of this character 
dominate their respective fields. 

So it is in advertising. If you concentrate upon any one par- 
ticular feature or any one particular phase of your product you 
have an unbalanced presentation and your appeal is not from 
the point of view of the user, which is most important, but 
your appeal is from the point of view of the manufacturer, and 
this should be secondary. 


Five Factors m Advertising 

There are five factors which determine the character of the 
sales and advertising appeal on any product designed for family 
use. 

The first appeal is to the man who pays the bills, and that 
is father, who is accustomed to think in terms of economy and 
service. That is the first and most fimdamental appeal. 

Mother thinks in terms of her children’s opportunity. 
Daug^iter thinks in terms of social prestige and a happy 
marriage. The boy thinks of travel, speed, pep, get-up- 
and-go. 
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Unfortunately many millions of dollars have been spent in 
advertising which reads like the Declaration of Independence 
or the Congressional Record, and millions more have been spent 
in advertising which is written entirely from the point of view 
of the man who wants to sell the merchandise instead of from 
the point of view of the person who is going to use it. 

Of course, it is true that we are in the business of trans- 
portation, and that is the most fascinating business in the world. 

The history of transportation is the history of the pursuit of 
four things — ^love — ^money — adventure — and religion. 

If you have any doubt about the first element, why is it that 
the peak of sales is usually reached in the month of June? 
The business of transportation started when the first farmer 
found that he had cultivated a surplus beyond his own needs. 
When he widened his market by carrying his surplus to market 
he raised his earning capacity and bettered his standard of 
living, and then he sought a method to cut down his cost per 
ton mile in transportation. 

Then there is the fifth very important factor and that is the 
pet of the family. It may be a new home, a horse, a dog, a 
radio outfit, an automobile, a bank account. You must make 
your appeal to pride of ownership in every advertisement you 
write. How can this be done most efiiectively? 

The most difficult task is to make your presentation differ- 
ent. Since about ninety automobile manufacturers are appeal- 
ing for public attention, and since a publication like The Satur- 
day Evening Post carries from one hundred to one hundred and 
fifty pages of advertising in every issue, copy, to have the 
strongest appeal, must compete for reader interest with the con- 
tents of the publication in which it appears. 

It is possible to build up a reading clientele in advertising as 
well as in authorship. 

In short, the man who writes copy which creates the largest 
amount of favorable conversation will find it possible to sell 
his product at a smaller expenditure. 

That is the story of the progress of the world — ^better meth- 
ods in agriculture — ^better communication — cheaper transporta- 
tion. Now it is true that any city, any state or any nation 
which succeeds in attaining ffie lowest cost per ton mile in 



ADVERTISING AUTOMOBILES 


39 


transportation will always be dominant, and will alwa3rs main- 
tain the highest rate of wages and the highest standard of liv- 
ing. That is the fundamental behind the development of the 
automobile business, and that eventually will be the kesmote of 
effective automotive advertising. 

But to-day the automobile, while it provides a great economic 
saving to the public, can more easily be sold on a social basis. 

When a man gets tired of walking, riding a bicycle or riding 
a street car, he is likely to buy a Ford. When his wife dis- 
covers that there are a great many Fords in use she aspires to 
a slightly higher social level. Then they are inclined to buy a 
car in the Dodge class. Finally the prosperity of the family in- 
creases and the next social step is the advance to a car in the 
Buick class. 


When Daughter Runs the Family 

Finally daughter comes home from college and takes charge 
of the family. Then the family has arrived at that interesting 
stage when color, comfort and appeal to the five senses is most 
powerful. Back of this appeal it is always necessary to have 
the great fundamental of economy with satisf3dng service. 

It is a comparatively simple matter to create conversation 
favorable to your product. It is only necessary to remember 
that the mass of the American people are largely influenced by 
catch phrases — or the opinions of people whom they like to imi- 
tate. If you conceive a true and interesting statement about 
your business it is only necessary to communicate it to a suffi- 
cient number of people in an interesting way to have it spread 
broadcast through the land. 

For example, if a man should get on the train in New York 
City to-morrow, and if that man had been opposed to President 
Coolidge, he might resent the first statement by a man in the 
smoking compartment that Coolidge is a great president. 
However, if that statement was repeated six times by six differ- 
ent men between New York and Chicago, he would be an un- 
usual American if he did not get off the train in Chicago and 
repeat the same statement himself. 
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The preparation of advertising is a very simple thing if it is 
done simply and without the strain of trying to be extremely 
original. The first consideration is brevity ; the second, lots of 
white space; the third, type that is easy to read; the foxirth, 
copy should be written in the spirit of the day in which it 
appears. 

In fact, every successful business enterprise is founded upon 
the spirit of the men and their desire to do a creditable thing ; 
second, a knowledge of the business which enables them to do 
the right thing at the right time; third, the courage to ignore 
the comments of their competitors to whom they never could 
sell their merchandise; and fourth; recognition of the funda- 
mental fact of all success. That is this — ^the smartest, clever- 
est thing in the world is old-fashioned honesty. 

Right now with the United States in possession of three hun- 
dred billions of dollars of the world’s wealth and the women of 
the country controlling the bulk of the purchasing power, it is 
comparatively simple to make an appeal which is effective. 

Some advertising is still written with the idea that people 
buy automobiles for mechanical reasons, in spite of the fact 
that no purchaser ever questions the mechanical efficiency of a 
Steinway piano. 

Some advertising is written from the standpoint of the pro- 
duction man who believes that people want to buy merchandise 
that is produced in enormous quantities. Women want, above 
everything else, to wear gowns and live in houses which do 
not look like the gowns and houses of thousands of other 
women. 

Some advertising is written from the standpoint of the sales 
department, which is governed by the idea that price is every- 
thing in the sale of merchandise. It may interest some of you 
to know that I much prefer to sell an article at a higher price 
than my nearest competitor because the public measure of your 
own value is the value which you place upon yourself. 

The advertising of the future will be based upon the idea of 
economy and lasting service, coupled with appearance, comfort 
and pleasing performance. 

There was a time when we advertised motors almost exclu- 
sively, Then came the starting and lighting system ; then new 
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body designs, including enclosed cars. This year we have had 
four wheel brakes and balloon tires, and I would like to 
prophesy that at the next New York show there will be a great 
deal more talk about comfort, and at the show in the follow- 
ing year you will hear a great deal more about economy. 


In the Merchandising Stage 

In conclusion, let me say we have now arrived at the mer- 
chandising stage in the automobile industry. It is possible now 
to deliver all the new automobiles that the industry can pro- 
duce, and the demand for new automobiles will continue to be 
insatiable. The efforts of the dealers and the manufacturers 
in the future will be concentrated more largely upon the sale 
of the old car. 

This means that from the engineering department through 
to the service department, every effort must be made to justify 
the new car advertising by building second hand valuation into 
the product, so that the car can be sold a second time at a profit. 


t 
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THE NEW YORK STOCK EXCHANGE 
AND PUBLIC OPINION 

Otto Hermann Kahn (1867-1934) became a member of the banking 
finn of Kuhn, Loeb & Co. in 1897. He was distinguished as a director 
of affairs in the world of music and art, as well as in that of finance. 
Although he was bom in Germany, his father was a naturalized Amer- 
ican citizen and he himself passed most of his life in England and the 
United States. During the World War he was active in both speech 
and deeds on the side of the Allies and of his adopted country. After 
the War, Mr. Kahn wrote and spoke widely on the problems of recon- 
struction and especially on those of taxation, finance, and other im- 
portant phases of America’s economic problems. The present address 
was given at the annual dinner of Stock Exchange Brokers in New 
York January 24, 1917. Mr. Kahn’s eulogy of E. H. Harriman is 
given in Volume IX. 

A PEW weeks ago I went to Washington to contradict, as a vol- 
untary witness before a Committee of Congress, under the sol- 
emn obligation of my oath, a gross and wanton calumny which, 
based upon nothing but anon3Tnous and irresponsible gossip, 
had been uttered regarding my name. 

On my way between New York and Washington, thinking 
that, once on the stand, I might possibly be asked a number of 
questions more or less within the general scope of the Commit- 
tee’s inquiry, I indulged in a little mental exercise by putting 
myself through an imaginary examination. 

With your permission, I will state a few of these phantom 
questions and answers: — 

Question : 

There is a fairly widespread impression that the function of 
the Stock Exchange should be circumscribed and controlled by 
some governmental authority; that it needs reforming from 
without. What have you to say on that subject? 
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Answer: 

I need not point out to your Committee the necessity of 
differentiating between the Stock Exchange as such and those 
who use the Stock Exchange. 

Most of the complaints against the Stock Exchange arise 
from the action of those outside of its organization and over 
whose conduct it has no control. At times, no doubt, there 
have been shortcomings and laxity of methods in the admin- 
istration of the Stock Exchange just as there have been in 
every other institution administered by human hands and 
brains. Some things were, if not approved, at least tolerated 
in the past which are not in accord with the ethical conception 
of to-day. 

The same thing can be said of almost every other institu- 
tion, even of Congress. Until a few years ago, for instance, 
the acceptance of campaign contributions from corporations, 
the acceptance of railroad passes by Congressmen and Sena- 
tors, were regxdar practices which did not shock the conscience 
of either the recipients or the public. Now they are no longer 
tolerated by public opinion, and have rightly been made 
illegal. 

Ethical conceptions change; the limits of what is morally 
permissible are drawn tighter. That is the normal process by 
which civilization moves forward. 

The Stock -ESchange never has sought to resist the coming 
of that more exacting standard. On the contrary, in its own 
sphere it has ever aimed to advance the standard, and it has 
shown itself ready and willing to introduce better methods 
whenever experience showed them to be wise or suggestion 
showed them to be called for. 

In its requirements for admission of seciurities to quotation, 
in the publicity of its dealings, in the solvency of its members, 
in its rules regulating their conduct and the enforcement of 
such rules, the New York Stock Exchange is at least on a par 
with any other Stock Exchange in the world, and, in fact, more 
advanced than almost any other. 

The outside market “on the curb” could not exist if it were 
not for the stringency of the requirements in the interest of the 
public, which the Stock Exchange imposes in respect of the 
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admission of securities to trading within its walls and juris- 
diction. 

There is no other Stock Exchange in existence in which the 
public has that control over the execution of orders, which is 
given to it by the practice — ^unique to the New York Stock 
Exchange — of having every single transaction immediately re- 
corded when made and publicly announced on the ticker and on 
the daily transaction sheet. 

I am familiar with the Stock Exchanges of London, Berlin 
and Paris, and I have no hesitation in saying that, on the whole, 
the New York Stock Exchange is the most efficient and best- 
conducted organization of its kind in the world. 

The recommendations made by the Commission appointed 
by Governor Hughes some time ago were immediately adopted 
in toto by the Stock Exchange. Certain abuses which were 
shown to have crept into its system several years ago were at 
once rectified. From time to time other failings will be- 
come apparent (there may be some in existence at this very 
moment which have escaped its attention), as failings become 
apparent in every institution, and will have to be met and 
corrected. 

I am satisfied that in cases where public opinion or the proper 
authorities call attention to shortcomings which may be found 
to exist in the Stock Exchange practice, or where such may be 
discovered by the governing body or the membership of the 
Exchange, prompt correction can be safely relied upon. 

Sometimes and in some respects, it is true, outside observers 
may have a clearer vision than those who are qualified by many 
years of experience, practice and routine. 

If there be any measures which can be shown clearly to be 
conducive towards the better fulfillment of those purposes 
which the Stock Exchange is created and intended to serve, I 
am certain that the membership would not permit themselves 
to be led or influenced by hide-bound Bourbonism, but would 
welcome such measures, from whatever quarter they may 
originate. 

Question: 

Do I understand you to mean, then, tpat the Stock Exchange 
is simply a private institution and as st4ch removed from the 
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control of governmental authorities and of no concern to them? 
Answer: 

I beg your pardon, but that is not the meaning I intended 
to convey. While the Stock Exchange is in theory a private 
institution, it fulfills in fact a public fxmction of great national 
importance. That function is to afford a free and fair, broad 
and genuine market for securities and particularly for the 
tokens of the industrial wealth and enterprises of the cotmtry, 
i. e., stocks and bonds of corporations. 

Without such a market, without such a trading and distrib- 
uting center, wide and active jind enterprising, corporate 
activity could not exist. 

If the Stock Exchange were ever to grow unmindful of the 
public character of its functions and of its national duty, if 
through inefficiency or for any other reason it should ever be- 
come inadequate or untrustworthy to render to the country the 
services which constitute its raison d’ etre, it would not only be 
the right, but the duty of the authorities. State or Federal, to 
step in. 

But thus far, I fail to know of any valid reasons to make 
such action called for. 

Question : 

You have commenced your first answer with the words, “I 
need not point out to your Committee.” That is a compli- 
mentary assumption, but I don’t mind telling you that we here 
are very little acquainted with the working of the Stock Ex- 
change or the avoirs of you Wall Street men in genercd. 
What about short selling? 

Answer: 

I do not mean to take a “holier than thou” attitude, but per- 
sonally, I never have sold a share of stock short. Short sellers 
are born not made. But if there were not people bom who sell 
short, they would almost have to be invented. 

Short selling has a legitimate place in the scheme of things 
economic. It acts as a check on undue optimism, it tends to 
counteract the danger of an upward runaway market, it supplies 
a sustaining force in a heavily declining market at times of un- 
expected shock or panic. It is a valuable element in prevent- 
ing extremes of advance and decline. 
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The short seller contracts to deliver at a certain price a cer- 
tain quantity of stocks which he does not own at the time, 
but which he expects the course of the market to permit him 
to buy at a profit. In its essence that is not very different from 
what every contractor and merchant does when in the usual 
course of business he undertakes to complete a job or to de- 
liver goods without having first secured all of the materials 
entering into the work or the merchandise. 

This practice of short selling has been sanctioned by econo- 
mists from the first Napoleon’s Minister of Finance to Horace 
White in our day. While at various times laws have been 
enacted to prohibit that operation, it is a noteworthy fact that 
in every instance I know of, these laws have been repealed 
after a short experience of their effects. 

I am informed on good authority — though I caimot person- 
ally vouch for the correctness of the information — ^that there 
is no short selling nowadays in the fairly important Stock Ex- 
change of Tokyo, Japan. You will have seen in the papers 
that when President Wilson’s peace message (or was it the 
German Chancellor’s peace speech?) became known in Tokyo, 
the Stock Exchange there was thrown into a panic of such 
violence that it had to close its doors. It attempted to reopen 
a few days later, but after a short while of trading was again 
compelled to suspend. 

Assuming my information to be correct, we observe here an 
illuminating instance of cause and effect. 

Short selling does become a wrong when and to the extent 
that the methods and intent of the short seller are wrong. 
The short seller who goes about like a raging lion (or “bear”) 
seeking whom he may devour; he who deliberately smashes 
values by dint of manipulation or artificially intensified selling 
amounting in effect to manipulation, or by causing alarm 
through spreading untrue reports or unverified rumors of a 
disturbing character, does wrong and ought to be punished. 

Perhaps the Stock Exchange authorities are not always alert 
enough and thorough enough in running dowm and punishing 
deliberate wreckers of values and spreaders of evil omen. 
Perhaps there are not enougji energy and determination in 
dealing with the grave and dangerous evil of rumor-mongering 
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on the Stock Exchange and in brokers’ offices. I need hardly 
add that the practices to which I have referred are quite as 
wrong and punishable when they aim at and are applied to the 
artificial boosting of prices as when the object is the artificial 
depression of prices. 

But after all, as the present investigation shows, even Con- 
gress, with the machinery of almost unlimited power at its 
hand, does not always seem to find it quite easy to hunt the 
wicked rumor-mongers to their lairs and subject them to 
adequate punishment. Yet the unwarranted assailing of a 
man’s good name is a more grievous and heinous offense than 
the assailing, by dint even of false reports, of the market prices 
of his possessions. 

Question : 

We hear or read from time to time about the public being 
fleeced. There is a good deal of smoke. Isn’t there some fire ? 
Answer: 

If people do get “fleeced,” the fault lies mainly with outside 
promoters or unscrupulous financiers, over whom the Stock 
Exchange has no effective control. Some people imagine them- 
selves “fleeced,” when the real trouble was their own “get-rich- 
quick” greed in buying highly speculative or unsoxmd securities, 
or having gone into the market beyond their depth, or when 
they have exercised poor judgment as to the time of buying 
and selling. Against these causes I know of no effective 
remedy, just as there is no way to prevent a man from over- 
eating or eating what is bad for him. 

In sa3dng this, I do not mean to imply that stock-brokers 
have not a duty in the premises. On the contrary, they have 
a very distinct and comprehensive duty towards their clients, 
especially those less familiar with stock market and financial 
affairs, and towards the public at large. And they have fur- 
thermore the duty to abstain from tempting or unduly encour- 
aging people to speculate on margin, especially people of limited 
means, and from accepting or continuing accounts which are 
not amply protected by margin. 

In respect of the latter requirement, the Sto(A: Exchange 
rightly increased the stringency of its rules some years ago, and 
it cannot too sternly set its face against an infringement of 
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those rules or too vigilantly guard against their evasion. 

Against unscrupulous promotion and financiering a remedy 
might be found in a law which should forbid any public dealing 
in any industrial security (for railroad and public service se- 
curities the existing commissions afford ample protection to the 
public) unless its introduction is accompanied by a prospectus 
setting forth every material detail about the company concerned 
and the security offered, such prospectus to be signed by per- 
sons who are to be held responsible at law for any willful omis- 
sion or misstatement therein. 

Such a law would be analogous in its purpose and function 
to the Pure Food Law. If it went beyond that purpose and 
function it would be apt to overshoot the mark. The Pure 
Food Law does not pretend to prescribe how much a man 
should eat, when he should eat or what is good or bad for him 
to eat, but it does prescribe that the ingredients of what is sold 
to him as food must be honestly and publicly stated. The same 
principle should prevail in the matter of the offering and sale 
of securities. 

If a drug contains water, the quantity or proportion must be 
shown on the label, so that a man cannot sell you a bottle filled 
with water when you think you are buying a tonic. In the 
same way the proportion of water in a stock issue should be 
plainly and publicly shown. 

The purchaser should not be permitted to be under the im- 
pression that he is bu3dng a share in tangible assets when, as 
a matter of fact, he is bu3dng expectations, earning capacity 
or good will. These may be, and often are, very valuable ele- 
ments, but the purchaser ought to be enabled to judge as to 
that with the facts plainly and clearly before him. 

The main evil of watered stock lies not in the presence of 
water, but in the concealment or coloring of that liquid. Not- 
withstanding the unenviable reputation which the popular view 
attaches to watered stock, there are distinctly two sides to that 
question, always provided that the strictest and fullest publicity 
is given to aU pertinent facts concerning the creation and nature 
of the stock. 

Question: 

Is it not a fact that some of the “big meri’ get together from 



NEW YORK STOCK EXCHANGE 49 

time to time and determine to put the market up or down so as 
to catch profits going and coming? 

Answer: 

As to “big men” meeting to determine the course of the stock 
market, that is one of those legends and superstitions hard to 
kill, inherited from olden days many years ago when condi- 
tions were totally different from what they are now, and when 
the scale of things and morals, too, was different. 

The fluctuations of the stock market represent the views, 
the judgment and the conditions of many thousands of people 
all over the country, and indeed, in normal times, all over the 
world. 

The current which sends market prices up or down is far 
stronger than any man or combination of men. It would sweep 
any man or men aside like driftwood if they stood in its way 
or attempted to deflect it. 

True, men sometimes discern the approach of that current 
from afar off and back their judgment singly, or a few of them 
together, as to its time and effect. They may hasten a little 
the advent of that current, they may a little intensify its effect, 
but they have not the power to either imloosen it or stop it. 

If by the term “big men” you mean bankers, let me add 
that a genuine banker has very little time and, generally speak- 
ing, equally little inclination to speculate, and that his very 
training and occupation unfit him to be a successful specu- 
lator. 

The banker’s training is to judge intrinsic values, his out- 
look must be broad and comprdiensive, his plans must take 
account of the longer future. The speculator’s business is to 
discern and take advantage of immediate situations, his out- 
look is for to-morrow, or anyhow for the early future ; he must 
indeed be able at times to disregard intrinsic values. 

The temperamental and mental qualifications of the banker 
and the speculator are fundamentally conflicting, and it hardly 
ever happens that these qualifications are successfully combined 
in one and the same person. The banker as a stock market 
factor is vastly and strangely overestimated, even by the Stock 
Exchange fraternity itself. 

May I add that a sharp line of demarcation exists between 
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the speculator and the gambler? The former has a useful and 
probably a necessary function, the latter is a parasite and a 
nuisance. He is only tolerated because no means have been 
found thus far to abolish him without at the same time doing 
damage to elements the preservation of which is of greater im- 
portance than the obliteration of the gambler. 


By this time the Committee would surely feel that it had had 
a surfeit of my wisdom, as I am sure you must feel, but if you 
will be indulgent a very little while longer, I should like to say 
a few words more to you whose guest I have the honor to be 
this evening. 

My recent observation of and contact with Congressmen and 
others in Washington have once more fortified my belief that 
the men, by and large, whom the country sends to Washington 
to represent it, desire and are endeavoring, honestly and pains- 
takingly, to do their duty according to their light and con- 
science, and that, making reasonable allowance for the element 
of party considerations, they represent very fairly the views 
and sentiments of the average American. Most of them are 
men in moderate circumstances. Very few of them have had 
occasion to familiarize themselves with the laws, the history 
and the functionings of finance and trade, to come into relation 
to the big business affairs of the country, or to compare views 
with its active business men. 

It may be assumed that, very naturally, not a few of them 
have failed to come to a full recognition of the facts that the 
mighty pioneer period of America’s industrial development 
came definitely to an end a dozen years ago ; that with it came 
to an end practices and methods and ethical conceptions, which 
in the midst of the towering achievements of that turbulent 
period of over-intensive, over-rapid development were, if not 
permitted, yet to an extent silently tolerated, and that business 
has willingly fallen into line and kept in line with the reforms 
which were called for in business as in other walks of our na- 
tional life. 

The opinions of the world, and particularly of the political 
world, travel along well-worn roads. Men are reluctant to go 
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to the effort of reconsidering viewpoints and conclusions which, 
by tradition or mental habit, have become fixed. 

Many in and out of Congress are still under the controlling 
impress of the stormy years when certain deplorable occur- 
rences affecting corporations and business men were brought to 
light ; when it was demonstrated that certain abuses which had 
accumulated during well-nigh two generations needed to be 
done away with for good and all, and when the people went 
through the ancient edifice of business with the vacuum-cleaner 
of reform and regulation, using it very thoroughly— perhaps, 
in spots, a little too thoroughly. 

Not a few politicians are still soimding the old battle cry, 
although the battle of the people for the regulation and super- 
vision of corporations was fought to a finish years ago and 
was won by the people, and although the people themselves of 
late, on the few occasions when a direct proposition has been 
put up to them, such as recently in Missouri, have indicated 
that they consider the punitive and probationary period at an 
end and want business to have a fair chance and a square deal. 

When the right of suffrage was thrown open to lie masses 
of people in England, a great Englishman said: “Now we 
must educate our masters.” In this country it is not so much 
a question of educating our masters, the people and the people’s 
representatives (who, moreover, would resent and refuse to 
tolerate for a moment any such patronizing assumption), as of 
getting them to know us and getting ourselves to know them. 

All parties concerned will benefit from coming into closer 
contact with one another and becoming acquainted with one 
another’s viewpoints. 

Can we honestly say that we are doing our full share to 
bring about such contact and to get ourselves, and what we 
believe in, properly understood; believe in, not only because 
it happens to be our job in life and our self-interest, but be- 
cause in the general scheme of things it serves a legitimate and 
useful and necessary function for our country? 

How many of us have taken the trouble to seek the personal 
acquaintance of the Congressmen or Assemblymen or State 
Senators representing our respective districts? How many of 
us make an effort to come into personal relationship with people, 
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both here and in the West and South, outside our accustomed 
circles? Yet an ounce of personal relationship and personal 
talk is worth many pounds of speech-making and publicity 
propaganda. 

When you look a man in the face and talk to him and ques- 
tion him and realize in the end that he is sincere in his view- 
point, whether you share it or not, and that he is made of the 
same human stuff as you, much animosity, many preconceived 
notions are apt to vanish, and you are not so cocksure any 
longer that the other fellow is a destructive devil of radicalism 
or a bloated devil of capitalism, as the case may be. 

I recall in this connection an incident which concerns my 
great friend, the late E. H. Harriman. He talked to me about 
his wish to be elected to a certain railroad board. I said: “I 
don’t really see what use that would be to you. You would 
be one of fifteen men, of whom probably fourteen would be 
against you.” He answered : "I know that, but all the oppor- 
tunity I ever want is to be one of fifteen men around a table.” 

And the result has shown that that was all the opportunity 
he needed. 

We cannot all have the conquering genius and force of a 
Harriman, but every one of us, in a greater or lesser degree, 
every one in some degree has the power of cooperating in the 
vastly important task of personal propaganda for a better 
understanding, a juster appreciation of each other, between 
East and West and North and South, between what is termed 
Wall Str-^et and the men who make our laws, between business 
and the people. 

This is the age of publicity, whether we like it or not. 
Democracy is inquisitive and won’t take things for granted. 
It will not be satisfied with dignified silence, still less with 
resentful silence. 

Business and business men must come out of their old-time 
seclusion, they must vindicate their usefulness, they must prove 
their title, they must claim and defend their rights and stand 
up for their convictions. Nor will business or the dignity of 
business men be harmed in the process. 

No health organism is hurt by exposure to the open air. 

Democracy wants “to be shown.” It is no longer sufficient 
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for the successful man to claim that he has won his place by 
hard work, energy, foresight and integrity. 

Democracy insists rightly that a part of every man’s ability 
belongs to the community. Democracy watches more and more 
carefully from year to year what use is being made of the 
rewards which are bestowed upon material success, and par- 
ticularly whether the power which goes with success is used 
wisely and well, with due sense of responsibility and self- 
restraint, with due regard for the interests of the community. 

And if the consensus of enlightened public opinion should 
come to conclude that on the whole it is not so used, the people 
will find means to limit those rewards and to curtail that power. 
And what is true of the public attitude towards individuals 
holds good equally of its attitude towards organizations such 
as the Stock Exchange. 

It is of great and urgent importance that the Stock Exchange 
should leave nothing undone to get itself better and more cor- 
rectly understood. It should not only not avoid the fullest 
publicity and scrutiny, but it should welcome and seek them. 

It has nothing to hide, and it should be glad to diow that it 
has nothing to hide. It should miss no opportunity to explain 
patiently and in good temper what it is and stands for, to 
correct misunderstandings and erroneous conception. If it is 
attacked from any quarter deserving of attention, it should go 
to the trouble of defending itself. If it is made the object of 
calumny, it should contradict and confound the slanderer. 

Its members should ever remember that while in theory the 
Stock Exchange is merely a market for the buying and selling 
of securities, actually they constitute a national institution of 
great importance and great power for good or ill. 

They are officers of the court of commerce in the same sense 
in which lawyers are officers of the court of law. They should 
not be satisfied with things as they find them. They should 
not take the way of least resistance, but should ever seek to 
broaden their own outlook and extend the field and scope of 
the Stock Exchange’s activities. 

One of the reasons for London’s financial world position 
is that its Stock Exchange affords a market for all kinds of 
securities of all kinds of countries. The English Stockbroker’s 
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outlook and general or detailed information range over the 
entire inhabited globe. It is largely through him that the in- 
vesting or speculative public is kept advised as to opportunities 
for placing funds in foreign countries. He is an active and 
valuable force in gathering and spreading information and in 
enlisting British capital on its world-wide mission. 

The viewpoint of the average American investor is as yet 
rather a narrow one. Investment in foreign countries is not 
much to his liking. The regions too far removed from Broad- 
way do not greatly appeal to him as fields for financial fructi- 
fication. Yet, if America is to avail herself fully of the op- 
portunities for her trade which the world offers, she must be 
prepared to open her markets to foreign securities, both bonds 
and stocks. If America aspires to an economic world position 
similar to England’s, she must have among other things financial 
(such as, first of all, a discount market) a market for foreign 
securities. 

As Mr. Vanderlip so well said in a recent speech: “Never 
did a nation have flung at it so many gifts of opportunity, such 
inspiration for achievement. We are like the heir of an enor- 
mously wealthy father. None too well trained, none too ex- 
perienced, with the pleasure-loving qualities of youth, we have 
suddenly, by a world tragedy, been made heir to the greatest 
estate of opportunity that imagination ever pictured.” 

America is in a period which for good or ill is a turning- 
point in her history. To perform with credit and honor, with 
benefit to itself and to the world the part which the favor of 
Providence has allotted to this country, is a weighty and solemn 
task. Our duty and responsibility are as great as our oppor- 
tunity. Shall we rise to its full potentiality, both in a material 
and in a moral sense ? 

The words of an English poet come to my mind: 

We’ve sailed wherever ships can sail, 

We’ve founded many a mighty state, 

God grant our greatness may not stale 
Through craven fear of being great. 

It is not “craven fear” that will prevent us from attaining 
the summit of the greatness which it is open to America to 
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reach, for fear has never kept back Americans — any more than 
Englishmen — ^and never will. 

Indifference, slackness and sloth, lack of breadth and depth 
in thought and planning; the softening of our fiber through 
easy prosperity and luxury; imwise and hampering laws, in- 
adequacy of vision and of purposeful, determined effort, in- 
dividual and national — those are some of the things that we 
have to guard against. 

God grant America may not fail to grasp and hold that great- 
ness which lies at her hand! 


A TALK TO YOUNG BUSINESS MEN 

This address was delivered before the Harvard Business School 

Club of New York at the Harvard Club, November 13, 1924. 

The Committee which, on your behalf, did me the honor of 
asking me to speak before you, emphasized the wish that I 
give you something in the nature of a “message to young busi- 
ness men.” I protested that such things are almost invariably 
trite and that, moreover, pretty nearly everything which can 
be said in that line has been said, and said much better than 
I can do it. I argued that, from the Ten Commandments down 
to the latest popular “uplift” writer in the press, a vast litera- 
ture of “do’s” and “don’t’s” is at your disposal and that, were 
I able to give you the quintessence of wisdom, you would still 
go out and run your heads against stone walls and insist upon 
learning your lessons in your own way in the fascinating and 
adventurous school of experience, as many generations have 
done before yours and many will do after yours. My objec- 
tions were overruled, amiably but firmly. Therefore, what is 
now coming, you have brought upon yourselves by proxy, and 
your grievance is not against me, but against your Committee. 

After having listened to my observations, some or all of you 
may object that what I am offering are counsels of perfection. 
I do not dispute that. Naturally, I would not give you a 
“message” which would advocate only a fractional attainment 
of a possible 100 per cent. I quite admit that I should not 
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like to have an expert appraisal made of the percentage by 
which I have personally fallen short of that loo per cent. All 
I claim is that I have tried not to fall short too greatly and 
that the more my practical experience increases, the more I 
believe in the practical advantage, quite apart from the ethical 
element, of pursuing the lines I shall endeavor to indicate in 
the ensuing remarks. Please \mderstand that these remarks 
are not meant to cover the subject exhaustively. Sundry items 
which would have to be included if I were to attempt to draw 
a complete picture, I shall omit, in due recognition of the fact 
that there are limits to the strain which may be placed upon 
the patience of even so well-disposed and courteous an audience 
as I know you to be. 

Well, then, for the “message.” 

First. Eliminate from your vocabulary in working horns 
the word “perfunctory.” Every task is a test. However trivial 
it be, your manner of performing it will testify, in some way 
and to some degree, for or against you. Shrewd observers 
sometimes will “size up” a man from the way in which he acts 
in unimportant matters rather than from his conduct in more 
weighty things, because it is when not observing himself, and 
not believing himself observed, that he is most apt to disclose 
an unvarnished picture of his true self. 

Let me tell you, as an instance, how and why I got my 
first promotion in business: The firm with which I was em- 
ployed, used to send out many hundreds of circulars daily. In 
the somewhat primitive circumstances of that day and place, 
sponges for the wetting of stamps were an unknown luxury. 
The process employed was the natural one of licking the 
stamps. From a sheet of one hundred stamps you tore off a 
row of ten, passed your tongue over the back of the row and 
then by a deft manipulation dispatched ten envelopes. Three 
of us, sitting in a line, were engaged for a certain period each 
day in that proceeding. By dint of strenuous application, I 
soon became an adept at the job, and accomplished the triumph 
of holding the office record as to speed in licking stamps, while 
yet observing the requirements of neatness and accuracy in 
placing each stamp straig^ht and square in its proper place in 
the upper right-hand comer of the envelope. Two or three 
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times I noticed onr “boss” standing near the place wbere we 
worked, but I had no idea that the — ^to me — ^great man would 
deign to observe our humble activity. After a while, he called 
me before him and informed the blushing youth that I was 
promoted out of my turn, in recognition of the zeal, energy 
and accurateness with whidb I had accomplished the fvmctions 
of stamp-licker. 

It was a valuable lesson to me, both then and in later life. 

Second. Remember that the most serviceable of all assets 
is reputation. When you once have it, and as long as you hold 
it, it works for you automatically, and it works twenty-four 
hours a day. Unlike money, reputation cannot be bequeathed. 
It is always personal. It must be acquired. Brains alone, how- 
ever brilliant, cannot win it. The most indispensable requisite 
is character. 

Third. Think! Exercise the springs of your brain as you 
exercise the muscles of your body. Quite apart from the re- 
quirements of your regular work, practice your mental “daily 
dozen.” There is no better investment, from the material and 
every other point of view, than thinking. 

Fourth. Go for a ride on the horse of your imagination 
from time to time. It’s excellent exercise. It helps to keep 
you buoyant and elastic, and it may take you into new and 
interesting fields. But remember, it’s a high-strung animal and 
needs keeping under careful control, else it is apt to run away 
with you. 

Fifth. Be ready, be fully prepared, but be patient, bide 
your time, know how to wait. By all means, keep a sharp look- 
out for opportunities, recognize them and seize them boldly 
when they come within your reach. But do not think that 
every change means an opportunity. A wise business man said 
to me at the beginning of my career : “It is not only the head 
that counts in the race for success. There is another part of 
your anatomy— you might call it the opposite pole — ^which is 
of the utmost importance. Learn to think and act, but also 
learn to sit. More people have got on by knowing when and 
how to sit tight than by rushing ahead.” In a less epigrammatic 
strain, I would add a word to “boost” the merit and potential 
profitableness of stick-to-it-ness, of perseverance, of courage 
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to “carry on” in the fact of hope deferred and plans thwarted. 

Sixth. Consider as one of the essential requisites of your 
diet a supply of the milk of human kindness. To be hard- 
headed one does not have to be “hard-boiled.” Be neighborly, 
be a good sport. Don’t think that you can lift yourself up by 
downing others. It is willing arms that help to carry you up- 
ward, not bent backs. Even from the point of view of mere 
advantage to yourself, it is more profitable to help others on 
than to keep others down. There is plenty of opportunity in 
America to go ’round. This is still the “country of unlimited 
possibilities,” to-day as much as ever. Most of our rich men 
and practically all the men at the head of our great corporate 
concerns have started from the ranks, from the very bottom 
of the ladder. If you would rise, throw overboard envy and ill- 
will. They are worse than useless ballast. They corrode the 
things they touch; they blight your equipment. 

Seventh. Work hard, don’t spare yourself, don’t be an 
eight-hour-a-day man, but don’t permit yourself to become a 
machine. Work will not hurt you, however heavy. But keep- 
ing your thoughts, interests and activities in the same old rut, 
will. You are yoimg. Presumably, you have ideals. By all 
means, keep them. Whatever they are, keep them. Do not let 
alleged worldly wisdom make you believe that they are useless 
and futile. They are not. They are an asset of true value, 
aye! even in business. Even your illusions, don’t give them 
up too easily. You may be taken advantage of, once in a 
^hile, but that price is worth paying. “Such stuff as dreams 
are made of,” is valuable stuff. Don’t become cynical. Don’t 
scoff, don’t lose faith. A great poet has said that nothing is 
more pathetic than to watch men of fifty and sixty, painfully, 
and usually in vain, trying to find again, and to pick up, ideals 
which they had recklessly thrown overboard in the days of their 
youth. 

Eighth. Take an interest and a due share in public affairs. 
It is not only your duty to discharge the responsibilities of 
citizenship in a self-governing country, but, even from the 
aspect of mere self-interest, it is good insurance to do so. 
Business cannot prosper unless the ship of state is run on a 
steady ked and steered with reasonable competence. Rock 
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the boat of government and you retard, or even endanger, the 
boat of business. Indeed, the mere movement of the waters 
caused by the process of rocking is apt to upset some of the 
less sturdy crafts of commerce, industry or finance. 

That does not mean that you should be “stand-patters.” On 
the contrary, seek to find, and to sail with, the current of 
progress. To be reactionary is to be lacking in imagination, 
in feeling and in judgment. Mankind is bound to move forward 
with or without your aid. Don’t shortsightedly attempt the 
vain task of obstructing its march. Put your intelligence and 
experience to use, as far as you have opportunity, towards aid- 
ing, with sincerity and good will, to guide that movement along 
the right road and to prevent it from going astray temporarily. 
Try to be helpful to protect against ignorant or demagogic 
assault the things which by test and trial have been found 
indispensable and vital for the preservation of a sound and 
stable basis of society and the American principles of govern- 
ment, but help with equal willingness to inaugurate and realize 
those things which go to eliminate valid grievances, to remove 
grounds for just discontent, to advance social justice and to pro- 
mote the common welfare. 

Ninth. Meet your fellow men with confidence, unless you 
have reason to suspect. Deceitful intent does not find it easy 
to stand up before frankness, fairness and faith. Don’t think 
that you have got to go through business life, or any other 
phase of life, armed to the teeth. As a rule, you will find 
shield, Lreastplate, helmet and so forth, needless and hamper- 
ing weights. Skepticism and mistrust, in the case of men, are 
like great standing armies in the case of nations. They beget 
aggression. Confidence begets good will and reciprocal dis- 
armament. It is neither weakness nor credulity. It is a self- 
respecting consciousness of one’s own motives and a sane belief 
in the innate rightness of human nature. 

Tenth (and last). To those of you who may attain con- 
spicuous success, I would particularly address an admonitory 
word. The material reward which the world accords to busi- 
ness success is very large. It is disproportionately large as 
compared to the material reward bestowed upon work and 
achievement in other lines of activity. The reasons why this 
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is so, and more or less lias been so for many centuries, and why, 
on the whole, probably, it pays the world to stimulate by 
liberal compensation the intensest utilization of business capac- 
ities, it would take too long to enter into and seek to elucidate, 
on the present occasion. 

Suffice it to say that the scale of that compensation presup- 
poses value returned in commensurate service. If the so-called 
capitalistic system of society is to continue — as I believe it will 
and should because on the whole it has done and is likely to 
do more for the progress and prosperity of humanity and for 
the greatest good of the greatest number than any other sys- 
tem I know of — it is particularly incumbent upon those whom 
it places in positions of business leadership to exercise self- 
restraint and consideration for others in the use of their oppor- 
tunities, to prove themselves imbued with a due sense of public 
duty and to exert their abilities not merely for their own ad- 
vantage but also — ^and increasingly so as their potency in- 
creases — for the benefit of their fellow men. Success is not a 
free gift. Like everything else really worth having in life, it 
has got to be paid for. If you do not assume and discharge 
responsibilities and duties in a measure commensurate with 
your success, you are, from the dvic point of view, a defaulter. 

Take heed to remember, those of you who, by eminent suc- 
cess, may raise yourselves beyond your peers, that it behooves 
you to do all you can to make your position as little “jarring” 
as possible to that immense majority whom fate has not singled 
out for its favors. Try always to understand and appredate, 
and give due heed to, their points of view and their feelings. 
Be patient, helpful, courteous, condliatory. Avoid ostentation. 
Abhor purse-pride and arrogance. 

Beware espedally of that insidious tendency of wealth to 
chill and isolate. Be careful not to let your feelings, aspirations 
and S3ntnpathies become hardened or narrowed, lest you get 
estranged, and 'grow apart, from your fellow men. Make it a 
point not only to be approachable, but to seek and welcome 
contact with the workaday world so as to remain part and 
parcel of it and to maintain your fellowship in it. 

I am well aware that to the ears of those whose appraisal 
of business and business men is based upon isolated scandals 
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or abuses, or upon the violent rantings of agitators ignorant of, 
or willfully blind to, the ethical strides of the past twenty-five 
years, lashing themselves into a frenzy to fight over again a 
battle which President Roosevelt fought and won once for all, 
blatantly reechoing old war-cries which have become obsolete 
and irrational — I am well aware that the ears of such as these 
my “message” will sound fanciful and incongruous, if not hypo- 
critical. You who have heard me will know whether it bears 
the accent of conviction. I might have tried to be more original, 
subtle and profound, but then I should have been less truth- 
ful. I have spoken not as a preacher, but as a practical man 
from practical e:q)erience. The plain fact is that, notwith- 
standing the complications and innovations which we have 
crowded into our lives, the signposts marking the road which 
leads to worth-while success remain very much as they have 
been for ever so many years. 

I have been in Wall Street for thirty years. My son is just 
about to enter business. I greatly desire him to succeed. I am 
giving him no “message” on his way different from the one I 
have given you. 





DARWIN PEARL KINGSLEY 

IN HONOR OF CHARLES M. SCHWAB 

Darwin P. Kingsley was president of the New York Life Insurance 
Co. from 1907 to 1931, and chairman of the board from 1931 to 1933. 
Bom at Alberg, Vt., in 1857, he graduated from the University of 
Vermont in 1881 ; spent some years in Colorado where he was State 
Auditor 1887-8, and then came back to New York in the service of 
the great insurance company which he later headed. Mr. Kingsley 
had long been known as a speaker of force and quality, and his 
addresses on various occasions were notable contributions to the dis- 
cussion of public affairs. He gave this address, as President of the 
Chamber of Commerce, at a special meeting in honor of Charles M. 
Schwab, April 28, 1921. Another speech by Mr. Kingsley is given in 
Volume II. 

Mr. Schwab, Guests and Members: — ^In the 153 years of 
the life of this Chamber of Commerce, its members have met 
rarely for a purpose such as finds expression in this meeting. 
Since its first dinner, in 1769, the Chamber has paid particular 
honors to private men on only four occasions : It gave a din- 
ner to Cyrus W. Field, in 1866; a dinner and reception to 
A. A. Low, in 1867 ; a reception to Hugh H. Hanna, in 1900, 
and it presented a gold medal, at one of the regular monthly 
meetings of the Chamber, to Abraham S. Hewitt, in 1901. 
The Chamber has never been prodigal in its testimonials to 
private men. 

We meet to-day to honor a plain but truly distinguished 
American citizen. [Applause.] I add to the character of our 
tribute when I say that the meeting itself is a declaration that 
established character is the very fundamental of society [ap- 
plause] ; that it is something so valuable to the community at 
large that it ought to be defended by all men at all times against 
attacks of ignorance or prejudice or suspicion, or what not. 
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The assumptions and presumptions ought to be always in its 
favor. In other words, to-day we honor a man, and we re-assert 
a principle — a principle vital to social progress and vital to 
business stability. 

I emphasize the principle, because but for the attacks of 
prejudice and ignorance, this meeting might not have been held. 
That, perhaps, is not particularly to the credit of the Chamber, 
but it is true, nevertheless. 

In essence, the services to the country rendered by our guest 
of honor to-day, Mr. Charles M. Schwab, were no finer, no 
more unselfish, than the services rendered by thousands of men 
and women whose very names are unknown. His services were 
distinguished for their brilliancy, for their effectiveness, for 
their extent ; but all that might not have inspired this meeting. 

When, however, this patriot, this leader, was maligned, when 
he was assaulted in the very citadel of his life, when men sought 
to show that, under the guise of patriotic service, he had re- 
sorted to questionable practices, a burning indignation burst 
over the membership of this Chamber. [Applause.] Because 
of his established character, we denounced the allegation as a 
slander, and the famous “voudier” on which it rested as either 
mistaken or mischievous. Every man here felt that, in some 
fashion, his own character and his own reputation were under 
assault. 

Republics are sometimes ungrateful. We play the game very 
hard in this city and in this nation ; but, as business men, we 
never forget that the basis of commerce is business honor, that 
the idea for which this Chamber has stood, and on which it 
has stood for 153 years, is established character, that the foun- 
dation of all business and all society is the integrity of men. 
Sometimes men break, sometimes they are criminally careless, 
sometimes they are dishonest; but, in the aggregate of the 
business in a year in this city and nation, these elements are 
so small as to be substantially negligible. Our guest of honor 
was flung into the heart of the World War long before our 
country was drawn in. He was known as a great executive, 
as a man who could do things; he was at the head of a great 
plant capable of turning out the weapons and munitions of 
war. Great Britain sought his services; he responded, and. 



64 DARWIN PEARL KINGSLEY 

in the construction of submarines he literally worked miracles, 
and did the impossible. Germany, appreciating that, through 
her chief spy in the United States — called, in those days, an 
“Ambassador” [laughter and applause] — ^tried to stop him; 
and then, realizing that she could not stop him, she, indirectly, 
in order to stop him, tried to buy him. She offered him for 
himself, if he would break his contracts W'ith Lord Kitchener, 
$100,000,000. England, who was, of course, as much inter- 
ested that the contracts should be kept, as was Germany that 
they should be broken, countered with another proposition, 
in which she offered him $150,000,000. Mr. Schwab laughed 
and said that the British Empire and the German Empire to- 
gether did not have enough money to make him break faith 
with Lord Kitchener. [Applause.] 

The recital of such incidents makes the story of Aladdin and 
his Wonderful Lamp sound like the reminiscences of a mere 
piker. [Applause.] 

Then, we went into the war, and our Government called on 
Mr. Schwab for his services, and he immediately put everything 
he had at the Government’s command. At the instance of the 
President he was made Chairman of the Emergency Fleet Cor- 
poration, and what miracles he wrought there nobody but he, 
himself, fully knows. He spent our money [laughter] — oh, 
yes, he spent our money; but he did the one thing that was 
then of supreme importance, the one thing we wanted done, 
the one thing that, just then, could save the world — ^he built 
ships [applause] ; and so great did he speed up efficiency that 
the American destroyer Reed was finished in 45 days, a 
12,000 ton freighter was launched within 24 hours from the 
la3dng of the keel, and inside of eleven months America launched 
4,000,000 tons of ships. And then came the armistice, and the 
day of the peanut mind. [Laughter and applause.] Then 
arose men who tried to show publicly that this colossus among 
men, this man whose sense of honor was so fine that when, in 
the service of others, he had refused colossal bribes, when in 
the service of his own country had yielded to petty tempta- 
tion. 

Mr. Schwab, the Chamber has placed at the top of this bronze 
tablet, which I am instructed in their behalf to present to you. 
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words uttered by one lachimo, a character in Shakespeare’s 
play, “Cymbeline.” The words are: 

“Here’s a voucher stronger than ever law could make.” 
[Applause.] 

The pertinence of these words to some of your recent ex- 
periences is obvious. [Laughter.] They appropriately introduce 
the text of the tablet itself. lachimo was a great scoundrel; 
he sought to destroy the reputation of a chaste and lovely 
lady, and to do that, set about manufacturing evidence which, 
on its face, would be conclusive, but, of course, false. When 
he thought he had that evidence, he used the words I have 
quoted. The great dramatist makes all men know, as they see 
lachimo weave his web of lies, that they must, at all times 
and under all circumstances, defend the innocence of Imogen — 
the innocence which she personifies — ^as they would their own 
lives. The same dramatic impulse has led this Chamber to 
place this quotation at the head of this tablet, not only in 
honor of you, sir, but in order to defend themselves and their 
own reputations and their own characters against the aspersions 
of the lachimos of business and politics. [Applause.] 

The text of the tablet itself, following the quotation, reads 
in this wise: 

“The Chamber of Commerce of the State of New York to 
Charles M. Schwab, in appreciation of his services to the Re- 
public, 1917-18, during the World War, Presented at a Special 
Meeting in the Great Hall of the Chamber, April 28, 1921.” 

In these words the Chamber expresses its gratitude, Mr. 
Schwab ; but the words do not convey all that is in our hearts. 
The tablet is “a voucher stronger than ever law could make” 
for other reasons than the mere verbiage of the text. lachimo 
failed; he failed because his evidence, incontrovertible on its 
face, was, nevertheless, false. The men who produced the 
voucher by which you were to be damned failed because the 
voucher failed. The letter of the law is not enough ; innocence 
has been damned by its processes. This “voucher,” written in 
bronze, goes beyond the letter of the law. It says, largely 
through its dramatic introduction, that there are things in life 
so precious that all men must defend them at all times — ^such, 
for example, as a woman’s chastity, a man’s character, a man’s 
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reputation. It says, in its dramatic introduction, in its text, 
and especially in lie spirit of the men who gave it, that even in 
these supposedly degenerate days, the American mind has not 
lost its critical faculty, and the American heart drives through 
American blood that is red, and not yellow. [Applause.] 

Mr. Schwab, this is your final voucher ; the books are closed. 
It is the Chamber’s tribute to you, the Chamber’s tribute to the 
very fundamentals of business. It is stronger than the law 
because it is the deliberate judgment of serious-minded men— 
a judgment which at once vindicates you and re-af&rms and re- 
asserts the eternal verities which underlie and support all law. 
[Prolonged applause.] 

Gentlemen, your guest of honor, Mr. Charles M. Schwab. 
[Applause.] 



JOHN KIRBY, Jr. 

LABOR AND LEGISLATION 

John Kirby, Jr., was bom in Troy, N. Y., in 1850. At the age of 
twelve he began work in the stove manufactory in Waterford and 
from that time kept busy. He was member of the executive com- 
mittee of the Canadian Car and Foundry Co. which in 1915 executed 
contracts with the Russian Government for making ammunition 
amounting to $83,000,000. He was general manager of the Dayton 
Manufacturing Co. from 1883 to 1917, and was then made president. 
He was an inventor as well as a capitalist. He was the president of 
many civic and business associations, and was a leader in many great 
commercial undertakings. He was a vigorous spokesman of the 
manufacturers of this country on many occasions. This address was 
his valedictory as president of the National Association of Manu- 
facturers and was delivered at the convention in Detroit, May 20, 

1913. 

Gentlemen of the Convention : — ^My greeting to you to-day 
is a valedictory. Four years ago the mantle of the presidency 
devolved upon my shoulders from my gallant and honorable 
predecessor, the late James W. Van Cleve. I assumed the 
title of your chief executive oflScer, conscious of the work 
that was before me and desirous of discharging, to the fullest 
extent of my capacity, the important duties of this high 
office. 

During the past four years I have tried my best to represent 
you, to advance the principles for which you stand, and develop^ 
the activities in which our organization is so earnestly engaged. 
It is not for me to appraise the work I have tried to accom- 
plish; nor, indeed, am I especially interested in any such 
appraisal. 

[After discussing events and legislation of his term of office, 
Mr. Kirby continued.] 
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Ous Attitctde Toward Labor Legislation 


Often our attitude has been misconstrued in the matter of 
labor legislation. Our activities in the matter of workmen’s 
compensation corroborates our desire for beneficial and con- 
structive legislation in the field of sane industrial betterment. 

Our Association was among the first, if not the first, to ac- 
tively engage, by research in Europe, in the collection of care- 
fully gathered and certified data upon which to formulate cer- 
tain operating principles whereon to construct equitable and 
enlightened legislation, designed to yield adequate compensation 
to workingmen injured in the course of their emplo3Tnent, 

We believe steadfastly in the principle that a workingman, if 
injured, should be compensated promptly, equitably and gener- 
ously. 

The ghastly waste of money under the former procedure, 
whereby an injured workingman was only too often compelled 
to seek his proper compensation for injury, in a court of law, 
will soon be a relic of the social and legal past. 

We have appropriated large sums of money to spread the 
gospel, both to workingmen and employers, of the necessity for 
adequate compensation legislation and the installation of the 
most efficient devices to prevent accidents. We have appointed 
committees to investigate better means to prevent fires in fac- 
tories. We earnestly favor legislation honestly intended to 
perfect ^ uniform and scientific system of factory inspection. 
Indeed, we have not been and must not be slow to recognize 
the value of superior physical conditions for all emplo3nnent. 
I announce these views to refute misguided and often malicious 
' criticism directed against us on the ground that we are indiffer- 
ent to the elevation of the standard of living and working of 
employees. Such criticisms are utterly unfounded and willfully 
untrue. 


What We Oppose 

But we have opposed and shall continue to oppose the enact- 
ment by Congress and state legidatures of several species of 
particularly pernicious legislation which we believe to be fun- 
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damentally wrong, intrinsically tmwise and dangerous to our 
entire system of government. It is needless for me to state that 
the legislation we have so constantly fought relates to the in- 
sistent and subtle attempt by the American Federation of La- 
bor to strip our courts of equity of certain vested and inherent 
powers in the matter of the issuance of injunctions in labor 
disputes. We do not oppose remedial legislation with refer- 
ence to procedure affecting equity practice. We accept the 
new series of rules promulgated by the United States Supreme 
Court, declaratory of the procedure incident to the issuance of 
injunctions in labor disputes. What we precisely oppose, how- 
ever, relates to a deeper and more sinister attempt to strip from 
the inherent power of the court of equity the right of issuance 
of injunction where such disputes have arisen. 

We have seen the effect of the legislation, similar to what 
the labor unions want, enacted by Parliament. We have seen 
employers in England practically deprived of all protection by 
judicial process in the matter of violent trade union disputes. 
We have seen the great industrial fabric of England, in the 
dbaos of a strike or dispute, compelled to resort to personal 
supplication to the Prime Minister for assurance of protection 
to life and property. We have witnessed the supremacy of 
the powers of the House of Parliament in denying to the Eng- 
lish courts of equities the powers which in this coimtry are now 
sought to be stricken from our comts. 

We view this persistent attempt with well-founded anxiety 
and alarm. The persistency of the attempt is a measure of the 
ultimate determination of the proponents of such iniquitous 
legislation. 

The record of the issuance of injimctions in labor disputes 
in this country does not warrant the interferences faultily drawn 
therefrom by the advocates of such legislation. I challenge 
contradiction in stating that in one or two cases only have any 
of our judges of the federal comts, or indeed of the state 
courts, issued injunctions restraining the commission of actual 
lawlessness except after the most diligent scrutiny of the mov- 
ing affidavits, the most careful examination of the merits of the 
application, and the inherent justice of the relief sought. Thus 
far the advocates of this dangerous and revolutionary legisla- 
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tion, vitally affecting our judiciary, have failed to effectuate 
their demands. Their failure to accomplish their ends is due 
principally to the manifest vigilance on the part of civic and 
industrial organizations who consider it a duty to forestall and 
defeat such specious legislation. For the past ten years the 
National Association of Manufacturers, in conjunction with the 
National Council for Industrial Defense, has led this valiant 
fight- 

A handmaid of anti-injunction legislation sought by the 
American Federation of Labor is the still more nefarious pro- 
posal of limiting, by statute, the inherent power of a court to 
punish for contempt except by trial before a jury. Again we 
witness the dangerous process involved in this perverted and 
inverted demand. We have fou^t and shall continue to fight 
relentlessly against such dangerous proposals. 

All sorts of laws are proposed and advocated for the settle- 
ment of labor controversies. Gentlemen, we already have 
more such laws than are to our credit. Why have one set of 
laws for labor controversies and another set for other dis- 
putes ? 

The kernel of the whole problem lies in the cowardly tolera- 
tion of defiance of law. And if we enact laws which shall be 
to the liking of a particxilar set of men and injurious to all 
others we simply admit the impotency of our Government to 
protect its citizens against the assaults of their neighbors. 

Let the whole army and navy be brought into action if 
necessary to squelch the rebellion that springs into existence 
with every strike, and once protection against lawless defiance 
of the rights of peaceable citizens is thus assured, labor dis- 
putes will become business problems which will be adjusted 
upon the same principle as all other business questions, and 
without the enactment of special laws which merely declare 
the impotency of the Government to protect its citizens against 
anarchy or rebellion. 


Divergent Paths 

In relinquishing the reins of administration as your Presi- 
dent, I would most earnestly leave with you a few thou^ts 
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concerning what I conceive to be the unswerving obligation of 
our Association with respect to our industrial outlook. It may 
be that my advice falls within the somewhat vague category of 
conservatism. 

The people of this country are confronted with two divergent 
paths, one of which seeks to remedy existing social and eco- 
nomic ills by hasty, ill-digested, short routes, to a millennium of 
perfection. This classification comprises many benevolent- 
minded persons — honest men and women sincerely dedicated 
to the realization of the uplift of humanity — ^persons believing 
fundamental guarantees of constitutional liberty should be sub- 
ordinated to some slight-of-hand methods by which the body 
and social politic may be transferred into an instantaneous 
Garden of Eden ; wherein the serpent of error shall not abide ; 
where the lion and the lamb may rest secure beneath the shade 
of palm-trees, while the waters of universal tranquillity follow 
their silver channels to the music of archangels, and while the 
celestial choir renders saintly music. This heavenly vision I 
would not impair. Rather would I encorirage the rapture of 
its contemplation. 

The other school, plainly described as the conservative, is just 
as anxious for the millennium as the impatient or radical school. 
They believe just as strongly in justice, equity, equality; have 
just as high ideals, and believe just as strongly in evolutionary 
tendencies; are just as solicitous for the welfare of humanity 
as our other hurr3dng brethren. The difference consists 
largely in the rate of speed and method to be pursued. The 
radicalism of the day is impatient of a self-controlled democ- 
racy, scoffs at the basic principles of constitutional limitations; 
would make the legislature equivalent to a continuously exist- 
ing constitutional convention; would usher in the millennium 
when it is only half dressed. 

In fact, the atmosphere is literally charged with all sorts of 
old but revised fads and fancies. The politician, the uplifter, 
the pulpit and the press are all as busy as bees reforming every- 
body and every conceivable activity of life, through legislation, 
without heed or attention to the natural law of economics or the 
experience of ages. 

Women agitators are again abroad in the land, re-sowing 
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seeds of discontent among contented mothers, sisters and 
daughters whom they would segregate from the natural and 
higher plane of womanhood and make of them political en- 
thusiasts and ward heelers. 

Women are to be made virtuous by the enactment of mini- 
mum wage laws — ^tried and abandoned as failures in numerous 
instances since as far back as 400 years. Minimum wage laws 
will neither create nor maintain virtue, but as sure as two and 
two make four they will level downward the standard of wages 
and with it the standard of living and of business. 

Many people seem possessed with the notion that our indus- 
trial and social conditions, which are based upon thousands of 
years of experience and development, are all wrong and that 
to our already overabundance of laws we should add a few 
thousand more to right them. These laws are coming along in 
^^fine shape” and out of them all we may expect a combination 
of statutory laws by which a man can legally lift himself over 
a fence by pulling upon his boot straps. 

Constitutions which protect the weak against the strong, the 
minority against the oppression of the majority, and which 
guarantee equality before the law, are designated as relics of 
antiquity, no longer to be considered as essential to the welfare 
of the people of this progressive age, and he who dares to as- 
sume that they are is a reactionary to be relegated to the rear. 

This is said to be a progressive age, which is true, but pro- 
gression does not necessarily mean forward, it may be back- 
ward, and much of the present alleged progressive clamor is in 
that direction. The term “progressive” is a popular slogan, 
and practically everything that suggests a change from existing 
conditions comes within its meaning. Therefore, everybody 
who thinks, or thinks he thinks, there should, on general 
principles, be a change is a “progressive.” 

The conservative school would seek out substantial reform 
in accordance with the procedure of government ordained by 
our form of republican institutions. I believe in the ultimate 
validity of such procedure. I do not believe that emotionalism 
is a sound guide to permanent improvement in our body politic. 
Any fantastic deduction can be drawn from a given premise. 

The minimum wage as a rate for industrial payment is a 
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catching slogan, and the dreamy-eyed socialist and excited 
emotionalist loudly declare the minimum wage the Utopia for 
industrial ills. Its economic fallacy is so obvious to thinking 
men that I need not presume to demonstrate its error, yet the 
utterly illogical and irrational attitude of the benevolent enthusi- 
ast would institute a minimum wage and claim for it all kinds of 
curative values. I would point to the demand for the recall of 
judiciary decisions, a demand, however, which seems to increase 
in volume immediately prior to election time, to promptly sub- 
side after the fireworks of political oratory are over. 

The constant quest for novelty in government, this restless 
research for change in tested procedure, this oblique angle for 
instantaneous betterment of all things, this government by emo- 
tionalism, has resulted in a prevailing spirit of discontent and 
covetousness and explains in large part the increasing promi- 
nence and power of the entire socialistic propaganda. 

Fantastic and grotesque legislation in our coimtry has be- 
come a fetish. Laws are enacted literally by the thousands, 
and the very magnitude of the output diminishes the value and 
purpose of the laws themselves. 

The present socialistic demands represent a stampede of ages, 
they indicate the quaking of society imder our feet. There is 
a persistent struggle and determination to find some substitute 
for thrift, economy and work as the pathway to an easy goal, 
and the same struggle has been going on since the beginning of 
time, without apparent evidence of success. It will continue 
so long as human nature is human nature and one man possesses 
more than another. But should the time ever come when aU 
men’s possessions are equal, then will all people be reduced to 
the level of the savage. 

If some of the dead statesmen who have been instrumental 
in building up this great nation could know what is taking 
place now, their earthly resting places would tremble with their 
lamentations. 

We must guard well the sacred temple of our institutions. 

Emphatically must we insist upon the preservation of the 
structure of government handed down as a cherished tradition. 
Never must we forget that government under our Constitution 
is adequate to express the real needs of our people, and that 
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o nc e we cut the gordian knot our course will be toward chaos 
and uncertainty. 

Alwajre shall we insist that we are a self-controlled democ- 
racy; that such control is vested in the checks and balances of 
our executive, judicial and legislative departments of govern- 
ment. Never must we yield to special privilege, to special 
rights, to special legislation. Always must we remember that 
every man, woman and child in our fair land is within the cita- 
del of protection of our laws and institutions. 

The sanctity of property must not be invaded. The inherent 
nobility of the right to labor must never be impaired. 

The fundamental privilege of a citizen to follow a lawful 
calling, without molestation, must never be abandoned. 

The integrity of our courts must be absolutely maintained. 


A World Movement of Strange Forces 

But, gentlemen, the industrial disorders, to which I have of 
necessity briefly alluded, are not confined to our own country. 
A world movement exists, of which our problems are but 
symptomatic. Strange forces are active towards recognizing 
society by quick action and doubtful methods. 

In France has originated the Syndicat, with its daring pro- 
gram of a world combination of labor, designed to dominate 
all industry and bring about a subversion of established order 
by the direct use of force, inspired by new doctrines of dan- 
gerous philosophy and riotous socialism. 

In England dominant trades-unionism extends its force 
through a supreme ministry and an acquiescent Parliament. 

In Germany defiant socialism extends its representation in 
the Reichstag and gains annual accessions to its already vast 
power. 

Supplemental to the American Federation of Labor and as 
a dividend from these European sources we got the Industrial 
Workers of the World, with their wild cry of “No God, No 
Country,” alert to commit instant crimes under the pretext of 
fancied wrongs, blind to all restraint of law and order, reck- 
less in revolutionary speech, ,oblivious to all consequences of 
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conduct, and bent upon an errand of ruthless destruction, 
fanned by the heat of torch and bomb. 

Against these forces of evil, domestic and alien, we must 
stand flintlike in our resolve that our Government is and must 
be a government of law. 

The issue is fearfully plain to all whose eyes are not closed. 

Law or lawlessness, order or chaos, sanctity or profanity of 
life, stability or unstability of property, security or insecurity 
of government, authority or anarchy. 

We all know that society is not perfectly organized, and we 
all know, or at least we ought to know, that it never can reach 
that degree of perfection wherein the ideals of all of its com- 
ponent parts will agree that it is perfect. There will always be 
room for improvement, but change does not necessarily mean 
improvement. Reform, when demonstrated to be rational re- 
form, should receive the hearty endorsement and cooperation 
of all worthy people. But change, in the mere guise of reform 
and lacking in evidence that it is what it purports to be, should 
be let severely alone, lest it “kick back.” 

We should be sure that we are right, and then go ahead, 
and that is exactly what those who are proudly calling them- 
selves “progressives” are not doing. 

The truth of the matter is, reform is needed in the people 
themselves more than in legislation and we will not get very 
far in reforming society imtil this fact is generally recognized 
and reform in the individual is manifest. 


Drifting Toward the Danger Line 

Under our system of government, based upon equal protec- 
tion imder the law and safe-guarding of every individual in the 
right to acquire property and in the rig^t to seize and utilize 
legitimate opportunity, a great and prosperous nation has grown 
up. Millions of individuals by the mixture of gray matter 
with labor and opportunity have acquired wealth, many of them 
great wealth, in the doing of which they have opened up oppor- 
tunities for others to do the same, wMle people of all classes 
and conditions have diared in the general prosperity and en- 
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joyed a higher standard of living than could otherwise have 
been possible. 

But during it all the influence of business men in politics has 
been largely wasted, because of neglect of their civic respon- 
sibilities, and because of their indifference to the need of con- 
crete, well-directed organization to cope with the organized 
forces that are constantly at work combatting the traditions 
which form the basis of our progress and development, and 
which have loosened the old ship of state from her moorings 
and we now witness her drifting rapidly toward the danger 
line into the rocks and shoals which threaten the nation’s de- 
struction. 

Political demagogues and adventurers have seized the slo- 
gan, “Let the people rule,” and by a divided business vote 
and influence they manage to carry the day. 

As I have indicated, this country appears to be in a state of 
transition. A few professional agitators, augmented by a 
great number of visionary sympathizers, who, in their good- 
ness of heart, lose sight of and forget the experiences of all 
the past ages, have set out to revolutionize society, and leg- 
islate contentment and satisfaction into the minds of all dis- 
cordant elements. Without counting the cost, they are ad- 
vocating laws the effect of which to the well-balanced mind 
can only add to the discontent already prevalent. 

Human nature cannot be changed by legislation nor can the 
laws of man controvert the laws of nature. 

Laws may be enacted which in their operation will handicap 
and annoy those upon whom the world must depend for its 
development, but this cannot be done without affecting most 
those whom such legislation is intended to benefit. The result 
can only be to pull jill people down to a lower level. 

To trifle and experiment with the fundamental principles 
of equal opportunity and protection under the law, upon which 
our form of government rests and upon which it must con- 
tinue to rest if we are to develop in the future as we have 
in the past, is an irrational proposition and the quicker the 
good sense of the American people asserts itself and puts a 
stop to the idiotic acts of our state and federal legislators in 
enacting laws which mean ruin to the 75 per cent or 80 per 
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cent of our business people wbo are struggling to keep the re- 
ceiver away from their business, the more progress we will 
make in the uplift of humanity. 

If those who would tear to pieces the splendid Government 
under which we live, would pause to contemplate its bless- 
ings they would not antagonize it as they do. It is the out- 
growth of centuries of experience. Brains were its architects 
and when, if ever, it needs remodeling, brains, and not senti- 
ment or popular clamor, should direct the changes. Yet how 
quickly a few noisy agitators, augmented by maudlin senti- 
mentalists, political adventtirers and ruthless muckrakers, can 
put out of commission the great principles which lie at the bot- 
tom of all our prosperity, kill the germ that stimulates energy 
and frugality and reverse the course which we have followed so 
long and so successfully. 

The rankest agitator or the least useful man to society can 
produce one blade of grass where two grew before, but it takes 
a man of brains and intelligence to cause to be grown two blades 
of grass where but one grew before, and these are the kind of 
men we should center our minds upon to represent us in public 
affairs. When we see to this and silence the clamor of the 
faddists and emotionalists who are disturbing the nation’s 
equilibrium, our country will go forward as never before and 
its future be brighter than ever. But, if the combination of 
socialistic agitators, crooked politicians and emotionalists con- 
tinue their crusade against the established order of society they 
will injure and discourage American industries and cripple its 
commerce until the masses of our people are reduced to the 
level of poverty-stricken peons. 

Conservation of the country’s natural resources is one of the 
live problems of the day, and it is no less important than it 
is live. 

The people thoughout the country are turning their attention 
to the great and growing necessity of stopping the ruinous 
dissipation of resources, the increasing need of which for future 
requirements is already being realized. 

It is of the greatest importance that the forests, the streams 
and the mineral lands which belong to the Government should 
be safe-guarded against usurpation by private parties and ex- 
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ploitation for their own selfidi purposes and that they be pre- 
served for the future needs of the nation. This, however, 
does not mean that they should be fenced in against uses that 
do not impair their future values to the whole people, but 
that they should be protected against devastation and spoils 
already overindulged in. Such uses as may tend to enhance 
the general welfare of the people of this age and generation 
without affecting the future values of such resources should, 
through proper permission and regulation, be freely allowed. 
To this end, the Government should pursue a liberal and prac- 
tical policy, rather than one of “dog in the manger” which 
assigns to ruthless waste natural products, which under the 
more generous policy would make them available for the needs 
of the people, and yet guard them against the permanent and 
monopolistic control of speculators. For example, the Govern- 
ment owns millions of acres of grazing land upon which him- 
dreds of thousands of heads of stock have been yearly raised 
and fattened for market, with but little expense other than 
the cost of herding. The withdrawing of these herding privi- 
leges means yearly waste of the natural products of these lands 
and hence increased price of meat products, which stock raisers 
assign as the chief cause for the advanced prices of such 
products, but which has universally been laid at the door of 
a meat trust. 

But, while the people are showing a deep interest in the 
matter of conserving the nation’s natural resources, they have 
not yet fully realized the much greater necessity of conserving 
the principles upon which this great nation has been reared and 
upon which its future destiny and welfare depend. 

These principles the people are neglecting to defend against 
the elements in our body politic which seeks to overthrow and 
destroy them. 

The masses of our people who are sane enou^ to realize 
the importance of conserving our natural resources are too 
busy or too 'blind to see what is going on around them all 
the time, tending toward the destruction of our free institutions 
and orderly government. They are altogether too indifferent 
about the way in which their representatives treat these grave 
questions in the light of “political expediency,” or, in other 
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words, it is their lethargy and indifference that creates political 
cowards and makes politicians traitors to the country’s best 
interests. This fact has nowhere been better demonstrated 
than in the elections which resulted in tearing to pieces the 
constitution imder which the state of Ohio developed to its 
present greatness, and which for 6o years served as a guidepost 
by which the people of that grand old state prospered and 
were happy. They rested content in its organic law, which 
gave them security in the protection of property, as well as in 
the right to acquire property, but which security is now de- 
pendent upon the passing whims of the legislature. 

Less than 28 per cent of the registered voters of the state 
voted for the delegates to the Constitutional Convention, and 
less than 42 per cent participated in the special election at which 
41 amendments to the Constitution were submitted to the elec- 
torate of the state to vote upon. The result of this apathy and 
indifference on the part of a majority of the voters of Ohio was 
the adoption, by a minority vote, of a constitution which was 
framed and submitted by an organized minority of the people 
of the state. 


Crusade Against Railroads 

For a number of years there has waged a wild crusade against 
the railroads, the bone and sinew of our national development, 
until they are now so handicapped by federal and state legis- 
lation, enacted and proposed, that a very large proportion of 
the time and brains of railroad managers must necessarily be 
diverted from the natural business management of the prop- 
erties and devoted to endeavor to operate them in conformity 
with many imjust and burdensome laws. Moreover, the cost 
of operation has been greatly augmented by the heavy expense 
involved in the pa3mient of salaries and wages which 3deld no 
return other than ^e compiling of statistics and the making of 
reports to satisfy radical and unnecessary laws imposed upon 
them by the federal government and the various states in wWch 
the roads operate. 

To what three causes more than others can we most attribute 



80 JOHN KIRBY, Jr. 

the development and building up of this great and prosperous 
nation of ours? 

First, its great natural resources; second, the fundamental 
principles upon which the government was founded, giving se- 
curity and opportunity to all alike; and, third, its railroads. 

Why, then, should we throw stones at or shoot holes in those 
things which have made us prosperous and great, and which 
we must encourage and protect if we are to continue to de- 
velop and prosper in the future as we have in the past? 

Now, I do not want to be understood as opposing proper 
legal regulation of business enterprises, whether in corporate 
or other form, but I am opposed to much of the ill-advised 
legislative restriction imposed upon business institutions at 
the instance of political aspirants who seek their own selfish 
ends at the expense of the public weal, and very much of which 
^.mounts to but little less than confiscation. 

The tariff is a burning question ; it is a business problem and 
should be treated in a business manner. 

In my opinion no tariff legislation hereafter enacted, which is 
not based upon the findings of a permanent body of capable 
men, whose sole life’s work shall be devoted to the ascertaining 
of facts, and the best interest of our people concerning it, will 
meet with general approval. 

However, if as a result of radical, ill-advised tariff legisla- 
tion we suffer business depression and the loss of opportunity 
to labor, the aftermath, as in the recent floods, will plainly be 
visible and the remedy quick, sharp and decisive. But this is 
not the case with respect to the insidious class legislation which 
is creeping upon us, step by step and little by little. Expe- 
rience teaches that once such legislation is incorporated in 
statute law, it is written there to stay. 


Conclusion 

And now, by way of retrospection, I wish to express to the 
members of the Association itself and to the Directors, past 
and present, with whom I have presided in deliberations 
and councils, the assurance of my highest personal regards, 
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deqp appredation and profound gratitude, without exception. 

I have found those associated with me in the administra- 
tion of the affairs of our great organization, ready, anxious 
and willing at all times to discharge the various duties and re- 
sponsibilities assigned to them in the conduct of our work. 
They have unselfishly subordinated their own business engage- 
ments and traveled often and far to counsel with me in the 
solution of many perplexing measures and policies we were 
called upon to meet and solve. 

I believe I am justified in sasdng there are few, if any, busi- 
ness organizations comprising an equal number of distinct and 
separate departments involving like amoimt of detail as well as 
skill in their operation which are run more smoothly or with 
better business methods and judgment, or with greater pre- 
cision than is the business end of the National Association of 
Manufacturers, to each and every member of the staff of which 
I acknowledge a debt of gratitude for their loyalty, and for the 
prompt and efficient cooperation with whidi my every call 
upon them has been responded to. Although I shall feel re- 
lieved when I lay aside the cares and responsibilities of the 
office of President, yet I shall also feel a sense of gratification 
that I shall not be entirely disassociated from the active opera- 
tion of this Association. 

In company with your distinguished ex-president, David M. 
Parry, I expect to sail for New Zealand and Australia early 
in July. We go on your accredited commission, to ascertain, 
at first hand, and in an impartial spirit, the workings of the 
labor laws and their effect upon the industries of those coxm- 
tries, which are cited so often in support of successful semi- 
socialistic and radical reforms in relation to labor and capital 
and the general field of industry. 

As we sail for these foreign shores, I shall summon to my 
mind the greatness of our own country, its marvelous resources, 
its Tmlimited energy, its vast wealth, its manifest destiny among 
the world of nations. As the departing shores of California fade 
from om sight, and we begin our journey to the far-distant 
Occident, I shall indxdge the hope that our destiny shall always 
be safe beneath the benign light of our Constitution. 

A nation is a people with a will. Our will has been e^ressed 
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in this wonderful document. It reaches forth its protecting hand 
of restraint and help. It is the great citadel against which the 
waves of restlessness, assault, and malice break harmlessly to 
those within its shelter. From its great towers issue forth laws 
for humanity and humane justice. Under its rugged turrets 
the weakest is as strong as the mightiest. Beneath its shadow 
property is safe and secure, and from its lofty summit the light 
of freedom within the law bestows its gracious hope to the 
traveler on his way. 


t 
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JULIUS KRUTTSCHNITT 

THE RAILROAD SITUATION 

Julius Kruttschnitt was bom in New Orleans in 1854 and educated 
as a civil engineer in Washington and Lee University. He rose 
from one position to another in the management of railroads, — 
road-master, chief engineer, general manager, vice-president, di- 
rector of maintenance and operation, and finally chairman of the 
executive committee of the Southern Pacific system. He was also 
the director of various corporations. This address is a contribution 
to the lively debate on the railroad situation by an engineer and 
executive of long experience. It was delivered before the New Or- 
leans Association of Commerce on March 24, 1921. 

Suppose for the purpose of winning the War the Federal Gov- 
ernment had taken over control of all the sugar factories in 
Louisiana at a fixed rental, with a promise that they should be 
maintained and returned in as good condition as if they had 
remained in control of the owners, and that their operating 
organizations should be interfered with as little as possible, and 
thereupon had turned their management over to a person 
without knowledge of the business, but imbued with a firm 
bdief in Federal ownership and unified management of the 
sugax industry; suppose furthermore that this person, tempted 
by a desire to make a large scale experiment to verify his 
theories, and by the opportunity to do so at somebody else’s 
expense had ignored his tenure of the properties as lessee and 
had arrogated to himself the ri^ts of the owner, and under this 
xmwarranted assumption had shifted the equipment and toa- 
chinery between factories, regardless of ownership, changing 
operating staffs, substituting supervisory officers of his own 
for those of the owners, on the theory that A would take as 
great interest and exercise as much care in m ainta ini ng B’s 
property as B himself would, and B would mainta in C’s prop- 
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erty in as good condition as C himself would ; and suppose once 
again that the Federal Director had established rates of pay 
and working rules that ignored completely the interests of the 
owners and future of the industry, and that severed the proper 
and natural relationship between work done and pay received, 
so that as a body the employees were led to believe that they 
had but to make demands on him to have them granted, whether 
reasonable or not, as a consequence of which the cost of man- 
ufacture in the best managed plants was substantially loo per 
cent of the selling price ; and after doing everything to make 
future successful operation difficult or even impossible, should 
return the properties to the owners, leaving them to answer 
as best they might the question — ^‘What is the matter with the 
Louisiana sugar industry?” 

It would be substantially the same as mine when I try to 
answer the nation-wide question — ^“What is the matter with 
the Railroads which for twenty-six months endured troubles 
closely paralleling these hypothetical ones. 

Naturally in considering this question we inquire into the 
condition of the roads when taken over by the Government, 
January i, 1918. 

We find that in 1917 they had transported more freight and 
passengers than ever before in their history; their lines in the 
closing months of that year were in excellent physical condition 
and the equipment better mainteiined than it had been before 
or has ever been since. 

We find, too, that the roads moved a heavier freight traffic 
in the last nine months of private control than in the first nine 
months of government control, and the heaviest freight traffic 
ever handled in any one month. 

The number of loaded freight cars per train and the daily 
mileage per locomotive and per frei^t car were greater than 
the corresponding figures under government operation in the 
succeeding year. 

Next, you will properly ask — ^“What obligations did the Gov- 
ernment assume in taking over the Railroads?” 

Following the entry of our country into the World War the 
strenuous efforts of each government department and agency 
to secure preferential service interfered with the movement 
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on the railroads, then under private control, to such an extent 
as to indicate the great gain that would come from a properly 
exercised paramount authority in allocating transportation 
facilities. 

To meet this situation the President took over the railroads 
and in his Proclamation on December 26, 1917, said: 

Investors in railway securities may rest assured that their rights 
and interests vrill be as scrupulously looked after as th^ would be by 
the directors of the several railway systems. 

and on January 4, 1918, he said to Congress : 

The common administration will be carried on with as little dis- 
turbance of the present operating organizations and personnel of the 
railways as possible. 

Were these obligations, an obvious corollary as a matter of 
elemental justice to the act of taking over the roads, lived up 
to? They were not. While no one has ever questioned the 
President’s intentions, they were promptly and completely 
ignored by his subordinates whom he placed in control of the 
railroads. 

As soon as they felt securely seated they began to assert the 
rights of ownership to as complete an extent as if the railroads 
had been bought, paid for and delivered. They began to re- 
move all marks of ownership from equipment and to make pur- 
chases for accoimt of owners of rolling stock of improvident 
designs and differing from every line’s cars and locomotives 
previously in use, thereby imposing on the carriers in perpetuity 
the expense of handling unnecessary dead wei^t and provid- 
ing special repair parts. Worse, however, than an5rihing else, 
the operating organizations and personnel which the President 
had promised to disturb as little as possible were completely 
disorganized by depriving the officers of the different roads of 
all control over wages, discipline, rules and working conditions. 
This was the germ of the inexcusable abuses and wastes to 
which we shall presently refer. 

The maintenance of the relation of expense to earnings or 
net income, upon which depends the corporate life of the rail- 
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roads, was a sacred obligation of the Government if investors 
were to feel that their rights and interests were being looked 
after as scrupulously as their own directors could do. To what 
extent this obligation was performed is shown by the percent- 
age of expenses to earnings, which rose from 70.75% in 1917 
to 85.16% in 1919 and to 93.74% in the eleven months ending 
November, 1920 — ^the latest figures available at the time this 
was written. While the roads were returned to private opera- 
tion on March i, 1920, the railroad wage scales were subse- 
quently increased by government authority, increasing the pay- 
rolls by more than $600,000,000 per annum, and the roads have 
not been able as yet to escape from the blight of government 
established working conditions. Only six and one-fourth cents 
in 1920 out of every dollar were left to pay taxes, fixed charges 
and dividends, and even this petty sum vanished on many roads 
early in 1921. 

The Federal Administration respected neither the recom- 
mendation of the President nor the guarantee of Congress to 
maintain the railroads in as good repair and in as complete 
equipment as when taken over. It did not put into the track 
anything near the number of ties and rails necessary to main- 
tain it; ties, both in quantity and quality, and rails were 
skimped. In two years tie renewals were 28,841,969 short, 
enough to lay 10,000 miles of track, and rail renewals were cut 
326,236 tons, enough to lay 2600 miles with 90 pound rail. On 
the Southern Pacific, Louisiana and Texas Lines, where annual 
tie replacements averaged 1,431,825 for the Test Period, yearly 
renewals were 398,323) or 28%, short on the return of the prop- 
erties, and thousands of 6x6 inch ties, only half as large as 
the Company standard and totally unfit for the purpose, were 
put into tracks in face of repeated protests from the owners of 
the property. So poor was maintenance on some of the Lou- 
isiana lines as to call for protest from the State Railroad Com- 
mission. 

The equipment conditions on all lines were deplorable. Re- 
pairs were so inadequately made that when the railroads were 
returned to their owners, equipment was in the worst condition 
ever known. The common use of freight cars scattered tliAm 
over the entire country, where during the entire period of Fed- 
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eral control and for many months since they have remained far 
from the interested care and attention of Ae owners, the pro- 
cess of getting them back to their owners being a slow one. 
Before the war it was not unusual for roads to have 70% to 
80% of their own cars on their lines; when they were turned 
back they had about 20 %. Our own box cars were as low as 
i2j4% and all cars 32% on our lines. I am handing you 
photographs of some derelict Southern Pacific box cars show- 
ing the results of the fostering care of the Government diudng 
its stewardship. 

After 26 months of mismanagement the Government sur- 
rendered the roads with a heritage of four or five billions of 
debt saddled on the country, flippantly alleged to fairly repre- 
sent a legitimate war cost, although much of it was inexcusable, 
avoidable waste; a scale of operating expenses $3,000,000,000 
more than in 1917, and so burdensome as to make it cost almost 
100 cents to earn each dollar of gross revenue. 

I welcome this opportxmity of putting the plight of the rail- 
roads before you, as much of their trouble is of a technical na- 
ture and little understood. If the managers cannot check waste 
caused by improvident agreements which they had no voice in 
negotiating, regulating bodies will have to raise transportation 
charges under the new railroad law, or you will have to be 
satisfied with poor service. There are himdreds of thousands 
of employees who now are rendering efficient services and 
earning all they get, but thousands of others, xmder the tech- 
nical classifications and working conditions inherited from the 
Government, are being paid money they do not earn. In 1917 
the railroads had 264,586 shop men; in March, 1920, 378,238, 
an increase of 113,652, or 43%. The movement of trains was 
somewhat less in 1920 than in 1917, so that with equally efficient 
and industrious shop men no more than the 25% increase due 
to the ei^t-hom day should have been required to keep up 
repairs, but the actual increase in numbers was 43%, so that 
the excess over 25%, 18%, or 47,600, represents rou^y the cost 
of inefficiency. 

It is difficult to be absolutely tmbiased, smarting as we do 
under a keen sense of the injustice and breach of faith of the 
Government reflected in the conditions on our Louisiana and 
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Texas Lines when returned to us. I therefore give the opin- 
ions of other competent judges : 

Hon. Frank B. Kellogg, of Minnesota (Rep.), U. S. Senate, 
December 5, 1919, said: 

“When the war broke out we had in this country, all in all, 
the best, the cheapest and most efficient transportation system 
in the world. That it was not perfect goes without saying. 
But this is true, and will be conceded by substantially all the 
experts in the world, that nearly all the inventions, improve- 
ments and advancements of transportation facilities have re- 
sulted from American inventive genius and energy and enter- 
prise. An efficient and constantly growing transportation sys- 
tem is absolutely necessary to the very life and prosperity of 
this nation and must be had to maintain the growth of the 
country. In the main, the present deplorable condition of the 
railroads is due to the inefficient and extravagant Government 
management and stupid bureaucratic control.” 

Hon. Atlee Pomerene, of Ohio (Dem.), U. S. Senate, De- 
cember 6, 1919, said: 

“I say, as a result of a year’s study of this problem, that there 
has never been in the history of the railroads of this coun- 
try as much extravagance and inefficiency as there has been 
under this unified control, no matter what the merits may 
have been; and there have been merits in the unified opera- 
tion.” 

William J. Cunningham, James J. Hill Professor of Trans- 
portation, Harvard University, in the New York Evening Post 
of January 20, 1921, said: 

“When the railroads were returned to their owners last 
March the condition of equipment as a whole was worse than 
when Federal control began.” 

In a paper read before New York Railroad Club, January 
21, 1921, Samuel O. Dunn, Editor, Railway Age, said: 

“The Government did not maintain the railroads in as good 
repair and as complete equipment as when taken over. For 
example, it did not put into their tracks anywhere near the 
number of new ties and rails necessary to maintain them in 
accordance with their obligation. It repaired and maintained 
their locomotives and cars so inadequately that when the rail- 
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roads were returned to private operation their equipment was 
in the worst condition ever known.” 

The answer, therefore, to the question “What is the matter 
with the Railroads?” is, that they are suffering from the effect 
of 26 months of an experiment in government ownership and 
operation. I use the word “ownership” advisedly, as I have 
already pointed out that the Federal Railroad Aininistration 
from the beginning treated the railroads as if they were abso- 
lutely owned by the Government. 

This is the disease. The remedy is simple. The first requisite 
of any business is the right to conduct its own affairs. Without 
this right, efficient operation is impossible. In endeavoring to 
free themselves from the bonds of the labor agreements 
riveted on them during Federal control, when they were power- 
less to help themselves, the railroads are now tr5dng to eliminate 
conditions that militate against their rendering such service as 
you have a right to e^ect, and in so doing are championing 
the cause of the general public. The present predicament of 
the railroads should cause the gravest apprehension to every 
thinking person. It is not a question of revenues adequate to 
cover operating expenses, taxes, fixed charges and a reasonable 
return to shareholders, but one of corporate life and death, and 
life and death as well to every industry in the land. Poor 
service, no matter how low the rate, is expensive and increases 
the cost of ever3dhing. The price of good service is negligible 
when compared with the price of poor service, and if you want 
to reduce the costs in all lines of business and in all industries 
I urge you to support the railroads in their efforts to bring 
about better transportation conditions. 

The roads propose that the Labor Board permit a prompt 
return to working conditions under which an honest day’s work 
will be given for an honest day’s pay. This vtajor effort does 
not propose a reduction in wages, does not abrogate the Adam- 
son Act or Eight-hour Law, and preserves to labor all the peace- 
time advantages that obtained on December 31, 1917, as the 
result of years of collective negotiations, conferences and ar- 
bitration. There are now before the Labor Board propositions 
to reduce wages, also — and there will be many soon. It is im- 
perative to remove the waste and inefficient^ forced upon the 
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railroads by the rules and working conditions made by men 
who were indifferent to the future of the properties and in the 
negotiation of which railroad owners had no voice. It is an 
essentially prelinainary step in any effort toward the realization 
of conditions which may make it possible for the railroads to 
live under existing rates. 

In existing conditions gross revenues of railroads are in the 
control of the Interstate Commerce Commission and State 
Commissions; operating expenses are fixed by numerous Fed- 
.eral and State laws, and the terms “Government,” “Federal 
Railroad Administration,” “regulatory commissions” you must 
imderstand are but other names for the people, for you who 
have permitted the things to be done that have brought the 
railroads to their present plight. 

In trying to better existing conditions we feel we have the 
right to ask your help, as the people in 1916 made the most 
complete surrender of their interests in passing the Adamson 
Bill, the first of many concessions to unreasonable demands 
of organized labor that have saddled burdens on the railroads, 
which if not removed will lead inevitably to ruin. 

In passing the Transportation Act you recognized the inter- 
dependence of revenue, expenses and net income and provided 
means for handling labor troubles. In your three representa- 
tives on the Federal Labor Board rests the balance of power, 
as it should rest, and you can dictate the settlement of ques- 
tions arising between raflroads and employees. Two of your 
three representatives must agree with the three representatives 
of either the employers or employees to reach a decision. It is 
therefore eminently proper that as your interest in such issues 
is paramount you should take part — and a very active part — ^in 
all proceedings before the Board. This could perhaps be done 
best through the Chamber of Commerce of the United States, 
which represents all commercial bodies in much the same way 
as all the railroads are represented by the Association of Rail- 
way Executives. We frankly admit the absolute necessity 
of your help in solving the railroad problem, and earnestly; 
ask it. 

At the same time it is eminently proper that you ^ould ex- 
pect the managers of the railroads to tell you what we are doing 
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to effect economies and provide efficient operation and adequate 
transportation facilities. 

We have spent vast sums in reducing grades and curves and 
on second tracks, sidings and terminals in order to increase the 
carrying capacity of our lines and to eliminate delays. 

Conservation of fuel throu^ the use of superheated steam, 
feed-water heaters and other improvements and the education 
of the employees charged with its use — ^whose loyal cooperation 
we are pleased to acknowledge — is daily receiving more and 
more attention. 

Shop facilities and new and more powerful tools are being 
provided, so that the delay to locomotives and other equipment 
in shops has been materially reduced. 

Freight car design has been studied so as to produce a so-ton 
box car 3.3 tons, or 15%, lighter and materially stronger than 
the United States Railroad Administration car; the favorable 
effect of which on income is $330 per car per annum. 

With the help of our- employees the safety of life and limb 
has been greatly increased. The relation of fatalities in train 
accidents to locomotive miles run on all railroads of the United 
States for the first six months of 1920 was 20% less than in 
1917. There was no fatal accident to either passenger or em- 
ployee on the entire Southern Pacific System, including its elec- 
tric lines, in December, 1920. 

A revival of business will increase railroad earnings and -will 
better conditions, but what will help more than anything else 
is your continued assistance and cooperation, which you have 
given so cheerfully since March i, 1920, to railroad managers, 
in using tracks, terminals, locomotives and freight and passen- 
ger cars more intensively than they had ever been used before, 
thereby avoiding the spending of fabulous sums that would be 
required to provide additional cars, sidings, second track, ter- 
minals, etc. The money value of what has been accomplished 
•with your assistance since the first of March represented by 
interest that would have accrued on the cost of additional equip- 
ment, 3^ds and side tracks to hold it, and maintenance and 
depreciation of cars and tracks, is $440,000,000, or $1,220,000 
a day. Private control, supported by sjunpathetic public 
opinion and cooperation, moved the heaviest traffic in the his- 
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tory of American railroads in August, 1920. It exceeded the 
average monthly movement of ton miles under Federal control 
by i2j4%. The experience of carriers in past years with a 
public at times hostile and non-cooperative through lack of com- 
mon understanding, and the experience of the public with 26 
months of arbitrary and wasteful government control, has had 
a chastening effect on both, and from our respective experiences 
has sprung a spirit of tolerance and harmonious relations that 
now exist. Your aims and interests and ours were never so 
nearly recognized to be the same as they now are, and it be- 
hooves us all to foster these relations so that they may be 
lasting. By every means in our power we shall try to per- 
petuate them. 



THOMAS WILLIAM LAMONT 

THE AMERICAN BANKERS’ RESPONSIBILITy 

"niomas William Lament was bom at Claverack, New York, in 
1870, graduated from Harvard University in 1892 and then went 
to New York as a reporter on the Tribune. He soon transferred 
his interests from journalism to banking and since 1911 has been 
a member of the firm of J. P. Morgan & Co. During the War 
he rendered great service in the financial operations of the nation 
and was Chief Financial Adviser to our delegation at the Peace 
Conference. Mr. Lamont affords a notable example of the great 
public service performed by leaders of private corporations. In 
the forum for discussion of national and world affairs no voice 
commands more thoughtful attention than his. This address was 
delivered before the American Bankers’ Convention hdd in New 
York City October 3, 1922. 

As Chairman of the local Reception Committee and in behalf 
of New York’s bankers and citizens generally, I bid you wel- 
come to this City. We want you to feel that New York City 
is your city — ^not for this Convention week alone, but for all 
time. For we would have you believe with us, once and for 
all, that New York is not local to the Atlantic seaboard, but 
is countr3rwide in its interests, in its achievements, in its attach- 
ments. There exists in this country to-day far too much in 
the way of sectional feeling — a feeling which if not tempered by 
more intimate intercourse and common experience means dis- 
unity for our country. To prevent any such imfortimate ten- 
dency is the part of all of us. 

New York is not made up of a citizenship separated by some 
mysterious distinction from the rest of the country. On the 
contrary, it is composed largely of men and women from every 
locality in the four quarters of America. Except for its size, 
it mi^t be any other great American city. Broadway is an- 
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other name for Main Street. Let me tell you in a word how 
we in New York feel. We feel that we have a share equal with 
you all in the life and the ambitions of our country from the 
Atlantic to the Pacific. We have the same satisfactions, the 
same pride as you in the great manufactures and the wonderful 
agriculture of the Mississippi Valley, in the cotton fields of the 
South, in the wheat prairies of the Northwest, in the rugged 
grandeur of the Rockies and Sierras, in the fertility, the color, 
the charm of the Pacific Slope. These great resources, the 
common inheritance of us all, which your boundless energy and 
capacity have developed to the benefit of the world, command 
our admiration and our gratitude. 

In the same way do you all share deeply in whatever this 
City of New York possesses in the way of fine tradition, of 
character, of enterprise and accomplishment. Whatever it has 
builded for the stability and security of our country, you have 
had a share in that building. Whatever it has accomplished 
in the less material things of life, in music, letters and the arts, 
to such accomplishment, I say, you have contributed generously 
and in a portion that could never have been spared. Therefore 
it is that we would have you feel that New York belongs to the 
coimtry and the coxmtry to New York. Therefore it is that 
we would have you return here, time after time, members with 
us of a closely joined family, sympathetic in understanding, 
close in aspiration, warm in mutual affection. 


Domestic Business Conditions 

Our President here has asked me to say something about 
American business to-day, both domestic-wise and as it is af- 
fected by conditions abroad. As to the domestic situation by 
itself there would appear to be little cause for conflicting views. 
We seem to be well into the final stage which, as the records of 
decades show, marks the end of one business cycle or the be- 
ginning of a new one. I hardly have to recall to you the suc- 
cessive stages of our business triumphs and our trials. First, 
was the end-of-the-war phase of huge demands for commodi- 
ties of all kinds, of swiftly mounting prices, of constantly ex- 
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panding business and accompanying inflation. Second, came 
the storm signals, namely, the heavy drop in security values in 
the last half of 1919. Tbird, came the swift fall in commodity 
prices, not in America alone but all over the world — a fall that 
would have spelled disaster to American business had it not 
been for the sagacity and courage of you bankers here before 
me, backed up by the Federal Reserve System with a fine com- 
mon-sense Southern banker at the head of it. Governor Hard- 
ing of the Federal Reserve Board ! Fourth, in this cycle, came 
finally the ease in money which denoted the flattening of prices 
with business on its back. That easing of money became 
marked in the summer of 1921, and now, as has been the case 
in other business cycles, we have, after a twelve-month of easy 
money, begun clearly to move forward again. We have had 
rude buffets and deep wounds. But American business has at 
last, with characteristic courage, bound up its bruises and is 
slowly moving on to new goals. 

Yet, despite clearing skies and fair weather, we have not yet 
cause for unbounded confidence. We must not forget that, be- 
fore the race is won, we still have some hurdles to jump. What 
are some of these hurdles? Our farmers would tell us that the 
chief one is the low price prevailing for farm products. They 
say, “Yes, this is a big season for crops, but our net money 
gain will be small.” You know what the figures show, but here 
is the estimated comparison between our crops last year and 
this: 


1922 1921 

Wheat 818,000,000 bushds 795,000,000 bushels 

Com 2,875,000,000 “ 3,080,000,000 “ 

Oats 1,255,000,000 “ 1,061,000,000 “ 

7 Cereals 5,274,000,000 “ 5,195,000,000 “ 

Cotton ......... 10,600,000 bales 8,000,000 bales 


I shan’t attempt to argue the point of lower prices; but I never 
knew any country to “go broke” because of its abundant crops. 
So, even though the farmers suffer disappointment, I thi n k the 
low-price hurdle is the easiest one to jump. The farmers had 
bigb prices in 1919 and 1920, but the aftermath was a serious 
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one for them. In the long run they, like aU of us, will fare 
better on a moderate price scale, with small fluctuations. 


The Problem of Labor and Capital 

What other hurdles have we to leap in our race for pros- 
perity? Certainly our labor strikes form one, and a big one at 
that, even though the worst may now seem to be over. We all 
say that we deplore these wretched struggles, yet the extent of 
our regret must be measured by our endeavor to prevent their 
recurrence; by our attempt to reconcile the conflicting views. 
As bearing upon this situation, I ask you, who are so influential 
in counselling large men of business, to remember that in this 
coimtry, there are still traces of arrogance among employers, 
as there are manifest signs of arrogance in labor. Yet the em- 
ployer has even less excuse for arrogance than the laborer. 
The high wages of the war and of the years just after had, not 
unnatmrally, a somewhat “spoiling” effect upon labor. They 
gave labor the feeling that it must always share in the pros- 
perity,— never in the adversity of business. I deplore that feel- 
ing; yet I beg to remind you here that that feeling of labor, in 
so far as it was directed to the improvement of living condi- 
tions, to the gaining of a little leismre, and to the time to play 
and be happy, was wholly right and to the advantage of the 
community. From such men as you, such ambitions on the part 
of labor, moderately and wisely directed, should have every 
possible encouragement. 

The problem of capital and of labor will never be wholly 
worked out. People talk as if it were an example in arithmetic, 
capable of a final solution. It is no such thing. It is a problem 
of human beings : therefore, of emotions, gropings, longings and 
ambitions. We can meet it only little by little, and only then 
if we put ourselves in the other fellow’s shoes and get his view- 
point. Do you and I want to change our jobs of long hours, 
evening conferences, heavy and continuing responsibility, for 
the job of the man who has the chance in his daily work to 
relieve his brains with the work of his hands ? Some days no 
doubt we all feel like it ; but whether we would make exchange 
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or would not, it is our responsibility to study more fully than 
we do to-day the conditions of labor and to be sure that, by and 
large, every competent worker (be he in the office or in the field) 
has an interval in the drudgery of work for that enjoyment of 
life that will make him a more contented and better citizen. 
In this matter you and I have a responsibility that we cannot 
dodge. 


Politics and Business 

What other hurdles have we to jump? If I should answer — 
politics — the response might well be that politics are always 
with us and must ever be reckoned with as a handicap upon 
business. If that is true, it is our own fault in the men whom 
we select to legislate for us. The hurdles against business 
which politics set up are likely to be more formidable in the 
continued unsettlement which they threaten than in the actual 
results of legislation. That is the reason that the Bonus Bill, 
with its threat to tax several billions of dollars more out of the 
American people and distribute the fund in such a way that 
probably no one would receive real benefit, has been a hurdle 
to business. That is the reason that President Harding’s ring- 
ing veto of the Bill has created such a feeling of relief in the 
community. 

The tariff measure is of a somewhat different order. We 
shall be fortunate indeed if we do not find that in practice it 
protects a lot of industries that do not require protection, and 
cuts off from our farmers and manufacturers a lot of foreign 
markets that are ready to buy our commodities. Many of our 
people still fail to realize that the word “trade” means, in the 
final analysis, an exchange of goods or services. Many of us 
still cling to the idea that international trade, as the term ap- 
plies to America, means that we can sell freely to all the mar- 
kets of the world and in turn need buy from them little or 
nothing. This theory, which seems to be the basis of much of 
our tariff legislation, will, if pursued, surely wreck a big part 
of our foreign trade. If there is any one motto which Amer- 
ican producers and legislators should learn by heart, it is that 
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oft-repeated one of the British merchants, who, over a century 
ago, declared that “He who will not buy, neither shall he sell.” 

Now, let us cast our eyes across the ocean, and see if we can 
derive any comfort from that situation. With war and rumors 
of war, with the Turk— the “Sick Man of Europe,” suddenly 
alive and kicking the Greeks all around the lot, with Russia, 
Germany and Austria what they are, with Ireland still in a fer- 
ment, we may well wonder what end is in sight. Yet to say 
that Europe has “gone all to pot,” or in fact to give vent to 
broad generalizations about Europe, is very dangerous. On 
the surface, yes, things look about as bad as they could. But 
you bankers, when you are sizing up a customer, look far be- 
yond his mere written statement. You take into consideration 
his character, his life-long record and many other factors not 
plainly visible. So in any size-up of Europe we must take into 
account the invisible factors. And I say to you that these in- 
visible forces are saving Europe to-day. Politically, Europe 
may be in the doldrums or worse; but economically (though 
many people may disagree on this point) I, for one, believe that 
Europe is on the mend. 


Invisible Forces Saving Europe 

What are these invisible forces that, I maintain, are so great 
as more than to offset the visible and unfortunate factors in the 
European situation? The first of them is productivity. Those 
forces that for almost five years were given over to lie killing 
of men, are now being devoted to the growing of crops, to the 
making of goods. Second, trade is on the increase; not only 
as to Great Britain, the traditional merchant of the world, 
who is already well on her feet, but as to the whole continent 
of Europe, even including Russia. England, has, since 1919, 
paid off £275,000,000 of her external debt — ^an amoimt equiva- 
lent to one and one-third of America’s entire national debt prior 
to the World War. Last year France reduced the trade bal- 
ance against her from an adverse figure of 23 billion francs to 
2 billion francs. 

The third point is that the people of Europe are saving. The 
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War and its aftermath meant an orgy of spending. Now saving 
is taking its place. Politicians may disagree every morning 
upon the settlement of the reparations question, but meanwhile 
the brave French peasant, day by day, is growing his wheat, 
is saving his centimes, '^^at, by the way, is the amount of 
savings that the French people have invested in their own gov- 
ernment securities since the War? One hundred billion francs. 

As to Russia, just as I was leaving London early in the sum- 
mer, practical business men, familiar with Russian conditions, 
made this prediction to me : That there are two ways, one akin 
to the other, in which the Russian situation will gradually im- 
prove, One is that the Soviet Government will begin to per- 
suade foreign engineers, manufacturers, and other technical 
experts to return to Russia and take in hand various rmits of 
production and transportation. The second is that foreign mer- 
chants will open up more active trade — ^not direct with Russia, 
which seems for the moment impossible — but with the buffer 
states like Latvia, Esthonia, etc., whose merchants (having for- 
merly been a part of it) know Russia perfectly; and in return 
for shipments of goods into Russia can secure payment in kind 
or in some other way not open to the ordinary foreigner. One 
of my friends described these two processes as to Russia as akin 
to the isolated skin-grafting operations that are sometimes un- 
dertaken upon a bad bum on the human body. A lot of little 
patches of healthy skin are stuck here and there, gradually 
grow and after a time, with good luck, come together and cover 
the whole bum. I was inclined to think this a pretty good 
metaphor and to believe that this prophecy as to Russia was 
not unlikely of fulfillment, even though the time involved may 
be long and weary. 


Gkcevous Loss OF Man Power 

Grievously as the Continent of Europe has suffered from the 
War, I would remind you that we are too apt to reckon such 
losses in material terms — ^in the destruction of dwellings, of 
mines and of means of production. Europe's greatest loss, one 
for which not only she but the whole world must suffer for gen- 
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erations to come, is the death of millions of her young men; 
vital, eager, ambitious; singers, painters, poets; men of imag- 
ination and of genius, upon whose ideas a great portion of the 
world depended for its future progress, for its discoveries in 
science, for its inspiration in the arts. Do you remember those 
lines of yoimg Rupert Brooke, himself destined a little later to 
lay down his life in the great cause : 

These laid the world away; poured out the red 
Sweet wine of youth; gave up the years to be 
Of work and joy, and that unhoped serene 
That men call age; and those who would have been, 

Their sons, they gave, their immortality. 

And Europe’s great tragedy has been the loss of such lives and 
the upset of her social structure, the restoration of which will 
require far more of time and patience than the repair of the 
material destruction wrought upon her. It is to such spiritual 
repair that America can by thought, by insight and sympathy 
contribute even more than in material ways. And upon us 
bankers and business men falls the responsibility of encourag- 
ing in this country the education and inspiring of our young 
men to high and generous ideas. For it is om young men, 
trained in imagination and initiative, that, in the next decade 
or two, must supply to Europe some of the vitality that lies 
stilled forever beneath the mud of Flanders. 

Remember, too, that Europe cannot be restored by formulas. 
No scheme can right the world. Neither statesmen, econo- 
mists, nor bankers can devise a plan of salvation. Only the 
people can save themselves, and that through the exercise of 
the old-fashioned virtues of hard work, of thrift, of kindliness 
and cooperation — coupled with wise and courageous leader- 
ship. And that is the point that leads me to emphasize the 
title which I have given to these scattered remarks of mine: 
“The American Bankers’ Responsibility.” 


America’s Gbon Fortune 

First I want to remind you of the great privilege it is to be 
an American citizen to-day. This is still the country of great 
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opportunity. The great, open spaces of this North American 
Continent have given us justification for boundless vision, for 
generoxis impulse, for glowing optimism, or helpful coopera- 
tion in all directions. Just to be bom an American, free from 
some of the clinging prepossessions of the Old World, is in 
itself an inheritance and a career. 

Are we to-day realizing our opportunities ? As to our purely 
domestic situation, I should reply, on the whole, yes! Our 
people are generally working in a worthy way towards worthy 
ends. They are meeting most of our strictly home problems 
with candor and good sense. If, as a people, we have a lack, 
it is that not often enough do we “pause in living to enjoy life.” 
We are sometimes apt, in our eagerness for quantity, to over- 
look quality. We let our days and our passing pleasures grow 
elaborate and complex, forgetting that moth and rust corrapt 
and that ideas and ideals are the only things that endure for the 
ages. America within itself is, I repeat, a land of generosity 
and cooperation. Throughout our great and growing common- 
wealths from East to West we see public spirit, eager and in- 
telligent; we see warm hearts, fine impulses, directed towards 
noble ends. But are we bringing this native American ideal- 
ism — ^that same idealism that has led us, in five of the six wars 
that our nation has waged, to battle for high principle — are we 
bringing that same inspiration to our relations with the world 
at large? That is the question that, with searching earnest- 
ness, you and I may well put to ourselves to-day. 


Interallied Debt Problem 

In this connection, there is no concrete problem more vital 
for us to study with clear and generous vision than that of the 
so-called interallied indebtedness. From the purely American 
view there are certain points important for us to bear in mind. 
It has been said many times in the last twelve-month that the 
one adjustment essential to the settlement of Europe is the Ger- 
man reparations question- I agree that this has been, and is, a 
question of great importance, but it seems to me that it has now 
become secondary to the general one of interallied debts. Of 
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course, in a way of speaMng, it is simply a part of the latter 
question, because Germany’s indebtedness to the Allies is inter- 
national in character. In our discussions of reparations over 
here, the American attitude has, on the whole, been critical of 
the French for apparently not realizing more quickly the facts 
of the situation and thus drastically scaling down the repara- 
tions payments. In fact, many critics over here have been ad- 
vising France to forgive a good part of the German debt. To 
these critics Frenchmen have not unnaturally replied: “It is 
easy for Americans to advise us to forgive German debts due 
us in repair of the frightful havoc caused by Germany upon 
our homes and industries; but what about America, in turn, 
doing a little of the debt-forgiving business, especially as the 
debts that were contracted with the American Government were 
made in order to enable us, in large measure, to do America’s 
fighting before her own soldiers got into the firing line?” I am 
not going to argue this point. I simply bring it up so as to ask 
you to give it your further thou^t and study — ^whether there 
may not be some reason for the French attitude. 

The reason why I say that reparations has now readied a 
stage secondary to the larger questions of interallied indebted- 
ness is that, while no reparations adjustment has yet been 
reached, nevertheless public opinion on the other side has now 
advanced to a state where, when the reparations question comes 
up again next November, it ought not to be impossible to settle. 
In other words, over a year ago, the British realized that the 
Germans could, or would, never pay anything like the repara- 
tions total fixed in the Versailles Treaty. Later the Belgian 
Government became similarly convinced, and now in France, 
as I have talked there with many dasses of representative 
Frenchmen, there has come to be the same recognition of the 
fact that Germany cannot pay the huge totals set forth. The 
French Government, however, has, not unnaturally, taken the 
position that it could make no offidal acknowledgment of such 
a general fact until such time as a possible settlement was of- 
fered. The French thesis is that if Germany cannot pay what 
she has promised to pay, let her come forward and state just 
why she cannot, and what and when she can pay. Up to ^te 
the French dedare they have not received any dear-cut proposi- 
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tion from Germany covering these points. They say that when 
they receive such a proposition, they will be prepared to act. 
I bring out this point of view, because I feel that while to 
many there may have appeared to be something “hard-boiled” 
in the French attitude, it is only fair to analyze that attitude 
and see what it really is. 

Further, when it comes to this question of interallied indebt- 
edness, suppose we put to ourselves, in all seriousness, that 
point that the French have put to us, namely — ^"^is it fair for us, 
inasmuch as we seem to be urging France to forgive part of 
the German debt in order to effect economic adjustments in 
Europe, to do a little forgiving ourselves?” As we put this 
point to ourselves, suppose we spend a moment in looking at 
the amounts of governmental indebtedness owing to our Gov- 
ernment. Just for record, I will mention again the rough totals 
by countries: 


Armenia 

Austria 

Belgium 

Cuba 

Czecho-Slovakia 

Esthonia 

Finland 

France 

Great Britain . . 

Greece 

Hungary 

Italy 

Latvia 

Liberia 

Lithuania •.... 
Nicaragua .... 

Poland 

Roumania 

Russia 

Serbia 


$ 11 , 959,917 

24 . 0 ss .708 

377.s64.298 

8,147,000 

91 . 169,834 

13.999.14s 

8,281,926 

3.3S8,io4,093 

4,166,318,358 

15,000,000 

1.685,836 

1,648,034,050 

5,132,287 

26,000 

4,981,628 

170,385 

135,620,583 

36,128,494 

192,601,297 

51,153,160 


Total 


$10,150,134,196 


Now as to tHs indebtedness, early last spring. Congress 
passed a law under which the President appointed a ^>ecial 
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commission to negotiate with the foreign nations the handling 
of their indebtedness. The power of this commission, however, 
was strictly limited by law. It must require the borrowing na- 
tions to pay off their entire indebtedness within twenty-five 
years and meantime to pay interest at an average rate not be- 
low per cent. Of course, such provisions leave little room 
for negotiation. Under that bill about all that the European 
nations can do is to “sign on the dotted line,” or else to decline 
to sign, on the ground that they know that they will not be able 
to live up to the specified obligation and, therefore, feel it im- 
possible to commit themselves to a promise that they cannot 
carry out. 

Now, being all, I hope, practical men, I think it behooves us 
to scrutinize this situation and to look into the various factors 
bearing upon it. Let us, by investigation, determine what, if 
any, of these debts are in any event uncollectable, and so should 
be mitten off in order to “quit fooling ourselves.” Let us de- 
cide what others of these debtors are good in part but must be 
given ample time to pay in — far longer perhaps than twenty- 
five years. Emphatically, let us figure to see whether the pay- 
ment of these debts (which inevitably must mean a great in- 
crease in our import and a heavy decrease in our export trade) 
is going to prove an asset or a liability for American business. 


Should the Debt Fall into Two Categories? 

I have never been in favor of wholesale cancellation of the 
allied indebtedness, nor am I to-day. But there is one phase 
of the whole question, worthy of study, which has practicality 
in it and also some sentiment. It is based on the following fact, 
namely, that about one-half of the total indebtedness shown in 
the foregoing table was contracted between April 4th, 1917 
(when Congress declared war against Germany), and the date 
a year later when the American army for the first time got its 
soldiers into the trenches in any considerable numbers. Can it 
not, with much reason, be argued that whereas during this 
period of one year, we were wholly unable to furnish soldiers 
to fight our battles for us, at least we were able to fiurnish arms 
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and munitions? We did furnish these, but not as a free contri- 
bution to the War, for during that period the Allies were pur- 
chasing these commodities in America and were paying for tiiem 
by contracting the debts just described. Ought, therefore, any 
part of this first half of the debt to be cancelled by the Ameri- 
can taxpayers ? I do not attempt to answer that question, 
which of course has been raised many times heretofore. I 
simply bring it up again and urge you to think about it, and 
if, when, you reach a conclusion, express that conclusion out 
loud. One thing is certain: if someone on April 4th, 1917, had 
been able to give us our choice as to whether we should rather 
give up freely and for all time five billion dollars in money or 
give up the lives of several hundred thousands of our sons, there 
would have been no hesitation as to our choice. Fate, however, 
was the one that determined that choice. It determined that 
Great Britain and France should give up their lives during that 
first year, and that we should furnish, not our blood but our 
money; taking, however, in place of it the promises-to-pay of 
our Allies. No other policy at the time could have been fol- 
lowed, I grant you, but now that the War is behind us and we 
can take a long look back, is it wise for us, is it just, is it 
generous to make some composition of this matter? What is 
your opinion? 

In making up our minds as to the proper answer, let us recall 
a phrase that of late years has been much used here, and some- 
times misused — ^“America First.” What does America First 
mean? Does it mean that we shall strain every nerve to make 
America first in wealth and prosperity? If so, we have already 
attained that ambition. Already we hold two-fifths the entire 
world’s stock of gold. We produce S4 per cent of its cotton ; 
45 per cent of its grain; 60 per cent of its copper; more than 
half of its iron and steel. Is there any field of material ac- 
complishment that we are not preeminent in? 

As to science, no ambition could be more exalted than to 
have America first in that field. And we may well be glad 
and proud that in so many lines of science, especially perhaps 
medicine and pathology, this coimtry is in the van ; its progress 
being manifestly due not only to the zeal and skill of om 
scientists, but ilso to the boundless generosity of those men 
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who have used their wealth to relieve and to bless mankind. 

In education, too, America is in the front rank, and even 
though in systems for training minds of our young we may 
have much to learn, yet no one can deny that in our scheme 
of general, free schools for the youth of the land we probably 
surpass any other country in the world. Likewise, in om: 
charity, America’s record is a noble one. Who can forget the 
colossal sums for relief that our people freely gave, during the 
War and after ? Mr. Herbert Hoover estimates these sums to 
have aggregated $1,204,343,000 down to the summer of 1921. 
Of this amount approximately $200,000,000 was sent abroad 
after the Armistice to feed the hungry and clothe the naked. 


Abe We Doing Oue Fuxi. Shabe? 

Yet with all this splendid record of liberality and accom- 
plishment, I again put the question whether you and I and our 
fellow citizens generally are doing our full share to solve the 
weighty, the tragic questions that are weighing upon the world? 
Are we giving to the solution of those questions the best that 
is in us — our constant study and thought, the willingness to 
sacrifice? I make no appeal to you for the immediate ma- 
terial aid of the world that lies beyond the Atlantic and Pacific. 
I make appeal to you, 2md to myself, for something far more 
rare — for our assurance to them that we are with them in mind 
and in spirit in the solution of their difficulties; that we are 
once again ready, as we were in the Great War and as our fore- 
fathers have been for 150 years, to suffer if need be, and to 
yield up something of ourselves in the general cause of world 
justice and peace. 

Concretely, may I digress for a moment to mention two 
situations with which in the past two years I have become 
somewhat familiar? One of these is the Far East. The other 
is Mexico. Across the Pacific, Japan is our nearest neighbor. 
Do not gain the opinion that the Japanese people are a sharp, 
tricky nation, imfriendly to us and wanting to get the advan- 
tage of us. It is not so. The Japanese nation as a whole is 
exceedingly anxious for our good will and friendliness and 
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•will go far to gain and retain our cooperation. Nothing, I be- 
lieve to-day, is, in their opinion, quite so vital to them as an 
unbroken friendship -with their neighbors of America. But it 
was upon the transcendent problem of China that I particu- 
larly -wanted your thought. There is a great people — four 
himdred naillions of them — a people high in the arts and in 
civilization three thousand years before Columbus came to 
America. But in these modern days their antiquated system 
of government has broken down. And trusting America, these 
great people of China — sober, peaceful, honest, industrious and 
intelligent — ardently desire the guidance of America. Any ques- 
tion affecting the peace and development of the whole Pacific 
basin must be of interest to us, and no task of greater magnitude 
and import waits upon us than to assist in the solution of 
China’s difficulties. That is why I regard the Pacific Four- 
Power Treaty reached at Washington last winter as of such su- 
preme importance to the Far East and as calling for the study 
and loyal support of every American citizen. 


As TO Mexico 

The other concrete situation which I had in mind was nearer 
at hand; our next neighbor to the south. To Mexico, as to 
China and Japan, duties not of my o-wn seeking called me not 
long ago, and much time has been spent in an endeavor to 
assist Mexico in what I believe to be a sincere attempt by 
her present Administration to work out the problem of her 
foreign indebtedness. Any such attempt, if carried out in 
good faith and effectiveness by the Mexican Government, must 
be bound to impress the world. And what I ask of you now 
is to give some little thought to this near neighbor of ours. 
Do not accept the “hard-boiled” opinion of your neighbor that 
“Mexico is hopeless” or that “All the Mexican people care 
about is to fight revolutions.” No such opinion is true. No 
such opinion shows any scrutiny of the facts. Study the situa- 
tion for yourself and you will find this to be true: That during 
the administration of Porfirio Diaz, intelligent and high minded 
as he was in so many ways, millions of the Mexican people had 
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almost no opportunity to improve their position either by ac- 
quiring education or by becoming, even in part, owners of the 
land which they cultivated. So that the revolution which over- 
threw Diaz and the revolutionary movements that succeeded it 
—misdirected though some of them were— were, in general, 
efforts to relieve and uplift the great mass of Mexican people. 
Remember this and you cannot fail to have more sjnmpathy 
with the situation to-day. Of course, the movement to reform, ' 
like all such movements in history, went too far. The pen- 
dulum swung away to the left. Trying to correct admitted evils 
the Republic created some new ones and adopted a constitution 
which is subject to criticism, not so much on the ground of its 
radicalism, as upon its unworkableness. The present Adminis- 
tration in Mexico is, I believe, making an earnest effort to 
change the workings of that 1917 Constitution so as to give the 
coimtry a sound basis to work upon and its foreign investors 
adequate security. Because, however, the process is slow and 
halting, we have no cause for despair. On the contrary, there 
is strong ground for hope, alwas^s provided that you intelligent 
leaders of our community take the trouble to study facts, and 
never be wearied in your patience and S3Tnpathy for that neigh- 
bor whose frontier marches for sixteen hundred miles with ours 
from the Gulf of Mexico to the Pacific. 

To the problems then of these two neighbors of ours to the 
south and across the Pacific, I ask you to give your personal 
thought and interest; pointing out to you meantime that the 
situation of Europe is inescapably joined with that of our own. 
In a material way we have made many nations, as Mr. Wick- 
ersham has said, dependent upon our own surplus products, and 
ourselves, in turn, dependent in part upon their markets. But, 
as I have said, the cooperation that I ask first for them is 
not economic. It lies in understanding and sympathy. The 
shot that was fired at Lexington in 1775 was heard around 
the world. At that moment America set aglow a new beacon 
to light the way to freedom and liberty for the generations on 
both sides of ^e Ocean. But now that we have won so far 
on the way to a splendid national achievement, to wdl-ordered 
freedom, to prosperity and contentment, have we no flaming 
torch of leadership that we can raise before the eyes of the 
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many millions who, since the Armistice, have been looking in 
vain for it? 


America at the Parting of the Ways 

Finally, do not forget that, as these nations of Europe face 
great dangers, America too is facing a crisis, though of a dif- 
ferent order. We have gained great power. With the power 
goes weighty responsibility. Have we discharged it? For the 
period of the World War, my answer is yes, a thousandfold 
yes. For the period since the Armistice, can any one of us 
search his heart and answer, yes? We have, it is true, offered 
criticism to the nations of Europe. We have shouted advice 
across to them. But we have been timid and fearful of petty 
entanglement. Now we have, it would seem, come to the part- 
ing of the ways. Shall we meet the responsibility that has 
come with our power — or shall we fail? Shall you and I give 
our mind, our understanding and our sympathy to these prob- 
lems or shall we stand aside and add to our national stock of 
gold? Shall we urge upon our National Government active co- 
operation in the counsels of the Mother Country, and of the 
Old World? Or shall we keep silent? 

Nineteen hundred years ago there was One who said ; “For 
unto whomsoever- much is given, of him shall be much re- 
quired.” And again a little later; “With what measure ye 
mete, it shall be measmed to you again.” What shall we meas- 
ure for ourselves? Shall it not once more be the courage that 
is America’s tradition ? Shall it not be the generosity as well as 
the justice that, among all the nations of the earth, will in truth 
and in name make America First? 



ALFRED M. LANDON 

THE HOMESTEAD OF THE FREE 

In 1933, Alfred Mossman Landon, wealthy Kansas oil producer, 
became Governor of Kansas for the term 1933 to 1935. He 
was reelected for the term 1935 to 1937^ In the summer of 1935, 
Governor Alfred Mossman Landon of Kansas began to be discussed 
as a probable Republican candidate for the presidency. He had 
balanced the State budget and could be cited as an exponent of 
the policy of economy in government expenses. Various laws 
passed during his administration tended to keep down debt and 
reckless spending in the coimties and towns of Kansas. His gen- 
eral attitude on public questions was that of a liberal and might be 
acceptable to both eastern and western Republicans, Alfred Lan- 
don was born in West Middlesex, Pa., on September 9, 1887. He 
studied law at the University of Kansas, but instead of practicing 
went into banking, and later, 1912, became an oil producer as his 
father had been. In the World War he served as a First Lieutenant 
in the Chemical Warfare Service and subsequently was active in 
Republican political affairs in Kansas. The speech that follows was 
given to the State Chamber of Commerce at Cleveland, Ohio, on 
November 6, 1935. Included by permission. 

I am: happy to be here tonight with the Chamber of Commerce 
of Ohio, In addition to my very natural appreciation of the 
honor of addressing you, I feel at home here, Ohio was the 
place of my boyhood. I was born in Mercer County, Penn- 
sylvania, at my grandparents’ home. My parents then lived in 
Elba, this state, and later in Marietta. I learned to swim in the 
Muskingum River. Ohio is the scene of many of my happiest 
boyhood memories, which have been kept fresh by frequent 
visits during summers spent close to this fine city of Cleveland. 

Another reason why I feel at home with you is that I am no 
stranger in Chamber of Commerce gatherings. I served as 
director of the Chamber of Commerce in Independence, my 
home town, for a number of years, and also as a director of 
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the State Chamber of Commerce. Unless one has sat through 
a director’s meeting, he can have little idea of the volume of 
serious work and tedious detail that these men handle in the 
interest of the community. 

The Chamber of Commerce is a world-wide institution, but 
I think of it as typically American. It is the American spirit 
in action, expressed by deeds not words. I believe that the 
instinct to stand on our own feet is part of the American 
character which in these days of distress holds more substan- 
tial promise of our regeneration in spirit and substance than 
our physical resources, our great productive capacities, and 
governmental plans combined. 

Achievements in Economical Government 

I have been asked to tell you tonight something of what 
we have done in Kansas during the past few years in the way 
of economical and effective government. We have tried, and 
I believe we have, in a measure, succeeded by observing some 
of the fundamental homely teachings of experience. That is 
the explanation of what we have been able to do there. It 
came to us with a sense of smprise that the happenings in 
Kansas during the past few years had awakened so much out- 
side interest — ^that its record is considered something of a 
phenomenon because its local subdivisions, city, county, school 
and townships, have managed to live within their means, cut 
taxes and reduced bonded debt. 

If the situation in Kansas s^ms unusual, it is only because 
the type of government which the citizen has a ri^t to expect 
has become the unusual in a day of theory and experimentation. 
What we have done in Kansas is what a sensible family does in 
the face of reduced income. We have cut out the frills. We 
have maintained essential services, but at minimum cost. We 
have insisted that every dollar buy more, not less, of govern- 
ment. We have tried to run all departments of government on 
business principles and by business methods. 

The surest way either an individual or a state learns is by 
experience. We all admit that our modern industrial state 
is complicated, and far from the simple structure of our 
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founding fathers. But does the fact that we have changed and 
grown, make it wise to abandon, out of hand, the course which 
the wisdom of our forefathers charted for us, not out of theo- 
ries, but out of the stern and bitter realities of economics and 
statesmanship ? The country is beginning to learn that govern- 
ment cannot change its style as easily and with as little ill 
effect as men and women. 

If the wind rips the roof off a house out in our country, we 
don’t tear down the walls also and abandon the whole structure. 
We put on a new and better roof, strengthening those parts 
which we have discovered to be weak. Similarly, we must not 
abandon what remains of our American institutions or jeopard- 
ize the remainder of our freedom simply because an economic 
storm has devastated our nation and shaken confidence. Rather 
let us replace what is destroyed, rebuild what is torn away, 
and in so doing strengthen our structure in every way that 
experience can suggest. That is common sense — Ahorse sense, 
as we say in Kansas. Let us be certain that we are making 
only those changes which are real improvements — changes 
dictated not by wishful theory, but by the stern teachings of 
experience. Let us put experience, that greatest teacher of all, 
back on our governmental faculty. 

Now, specifically, what has Kansas done ? 

Let me give you a compact synopsis first and the details 
later. 

Since the peak of 1929, general property taxes in Kansas 
have been reduced over 32 per cent. 

The cost of state government was cut 22 per cent for the 
biennium of 1933-34 below that of the biennium of 1931-32. 

Counties and communities liquidated twenty-two million 
dollars worth of bonded indebtedness from 1932 to 1934, dining 
which time, new bonds, about half of which were for relief 
purposes, were issued in the amount of five million dollars, 
leaving a net reduction of seventeen million dollars in the 
bonded debt of Kansas coimties and municipalities. 

The per capita cost of state and local government in Kansas 
in 1929 was seventy-one dollars — ^in 1935 it will be approxi- 
mately fifty-two dollars, a reduction of about nineteen dollars 
per capita — or more than 26 per cent. 
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How were these economies brought about in a period when 
the cry heard from every government body was that more and 
more funds were needed for absolutely essential services? 

It was not done by executive proclamation, nor by the legisla- 
tive branch of the government placing itself in subjection to 
the will of the executive. The credit does not belong to any 
one state adnainistration nor to any one political party. It 
rightfully belongs to thousands of township trustees, coamty 
commissioners, school board members and city officials all over 
the state who were responsive to the need of their taxpayers. 

In 1932, the year preceding my first year as Governor of 
Kansas, all state and local revenues totaled one hundred 
twenty-seven million dollars. By 1934, it had shrunk thirty 
million dollars, or about 25 per cent, and was reduced to about 
niiiety-seven million dollars. This was a period when our state 
did assume heavy relief burdens. 

Our constitution provides that the county government must 
make levies and raise funds to take care of such persons as 
have been on relief during the past three years. Kansas has 
the record of complying promptly with every request of the 
National Relief Administrator and in cooperating fully in every 
way. We did not believe in putting relief in politics. We 
continued the relief administrator appointed by my distin- 
guished Democratic predecessor and he is on the job today. 

Throu^out 1933 and 1934, according to the report of the 
National Relief Administrator, 30.6 per cent of the relief bur- 
den was financed from non-federal funds furnished chiefly by 
the coimty and local governments. This 30.6 per cent of non- 
federal funds in Kansas compares with twenty-seven states 
which contributed less than 25 per cent of their own relief 
monies and fourteen states whose contributions to their relief 
funds were less than 10 per cent of their total relief expendi- 
tures. Kansas ranked fifteenth among the states in per cent 
of non-federal funds used for relief during this two year period. 
Despite this added burden, the tax load in Kansas was re- 
duced. 

I previously pointed out that while we were doing this 
counties and communities reduced their bonded debt seventeen 
million dollars. I might add that in Kansas the only state 
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bonded indebtedness today is in soldiers’ compensation bonds, 
tbe first of which were issued in 1923. These bonds are being 
paid as they mature, a total of $1,750,000, being retired in 1933 
and 1934. 

I have already emphasized that this lifting of the tax bur- 
den was made possible by the loyal cooperation of state and 
local officials. It is generally conceded, however, that new 
state legislation adopted was a vital part of the general program 
of economy. The legislature proceeded with the welfare of 
the state in mind and both political parties cooperated in en- 
acting this legislation. 

Imporianx Legislative Acts 

Three pieces of legislation may be of especial interest to 
you: First, “The Cash Basis Law,” which prevents our spend- 
ing what we do not have ; Second, “The Tax Limitation Act,” 
which limits the total amount of levy; and Third, the new 
“Budget Law,” which makes the building of governmental 
budgets a really democratic procedure, known to all, instead 
of a star chamber proceeding known only to insiders and under- 
stood by only a few of those. 

Perhaps you would like a brief outline of these acts. The 
Cash Basis Law is explained by its title. It puts a stop to 
the writing of overdrafts. All of us know how easy it is to 
spend more than we can afford, if we do business with a bank 
that permits the writing of overdrafts and allows them to pile 
up, without limit. The old “No Fund Warrant System” made 
possible such practices. Under that system, when a treasury 
became empty, officials simply issued warrants marked with 
the words “No Funds.” These warrants bore interest and were 
taken by banks. Presumably they were to be liquidated 
eventually out of tax funds. In fact, that system had en- 
couraged local political units, which spend many millions of 
dollars annually, deliberately to imbalance their budgets, year 
after year, without providing any time of reckoning. When 
the Cash Basis Law went into effect it revealed an indebtedness 
the magnitude of which never had been previously realized 
by the taxpayers. It is now necessary for school boards, town- 
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diip officials, county commissioners and all political units 
therein, to limit their spending to the actual income of the 
current year. The Cash Basis Law has attracted much atten- 
tion. A member of Harvard University faculty declared that 
Kansas had blazed a new trail in legislation aimed to put local 
government on a business basis. When we talk of balancing 
public budgets, we usually think of the federal budget or state 
budget. However, the seed of sound fiscal policy must be 
planted in the smallest political subdivisions — or it is likely 
not to be found at all. 

Taxation must be so guarded as not to destroy that which 
government is designed to protect. As part of the general 
program our Tax Limitation Law was codified and strength- 
ened so as to put a new and reduced limitation upon the 
sum total levy which can be fixed by any particular political 
unit. Of course this limit can be adjusted by future legisla- 
tures as conditions may require. 

The New Budget Law strengthened and clarified an act 
already upon the statute books. Under this act, the taxing 
unit must prepare a budget of proposed expenditures, post a 
copy in the community for the taxpayers to see, publish it 
in the local papers smd hold a hearing upon it. This law 
tends to take budget-building out of the back room, and place 
it imder the scrutiny of the taxpayer’s gaze. 

Without the Cadi Basis Law, however, the Budget Law 
would go only a small part of the way. To compel local sub- 
divisions to build a public budget and submit it for inspection, 
hearing and approval — ^is fine. But if the subdivision is not 
compelled to stay within the approved budget, then only one 
of the two major evils has been cured. The Cash Basis Law 
provides that after a budget has been submitted and a tax 
levy made, the subdivision cannot spend against anticipated 
collections, except in cases of emergency for which expendi- 
tures must be allowed by the State Tax Commission. The 
teeth in the law are further sharpened by the provisions that 
any public officer who violates it is automatically removed 
from office. 

To understand what has been accomplished in Kansas one 
must appreciate the innate ability of Kansas people to govern 
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themselves. At times, under the stress of state problems, I 
go and stand before a great mural in one of the rooms of the 
Governor’s office. There is pictured a sweeping conception of 
the spirit of Kansas. A prairie schooner, drawn by yoked 
oxen, rumbles its slow way across the plain, while beside it, 
unafraid and uncomplaining, trudge fathers and mothers and 
children. Undemeafi are those stirring words of Whittier; 

They crossed the prairie 

As of old the pilgrims crossed the sea; 

To make the West, as they the East, 

The homestead of the free. 

“The homestead of the free!” How easy it is for that 
homestead to become the homestead of the bound and not 
the free — ^if bad government and unsound fiscal policies sad- 
dle the homesteader with a tax load he cannot carry. That 
is one of the major problems today in your state and my 
state and a major problem of the nation. The errors of other 
administrative policies may not of themselves be fatal, but the 
errors of an unwise financial policy have always been fatal to 
every government in the history of civilization. 

Public Services Not Safe 

We have learned in Kansas that reduction of taxes does 
not necessarily mean reduction in public services. We have 
found that a sound public budget, carefully made and rigidly 
adhered to, plus a well-considered tax policy, makes it possible 
to maintain essential government services and still keep ex- 
penditures within the boxmds of citizens’ ability to pay. In 
1934, our low revenue year, we spent 42 per cent of the tax 
dollar for educational purposes, exactly the same per cent of 
the tax dollar we spent in 1929, our peak revenue year. 

I want to stress on this point that this was not accompli^ed 
by the head of the state government; it was not done by a 
central government. It was accomplished by more than eight 
thousand taxing boards, from the state legislature down to one- 
room school district boards, making separate levies for school 
purposes in the peak revenue year of 1929. Five years later, 
in the depth of a depression, and caught between drouths 
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and dust storms, the same eight thousand taxing boards, each 
operating separately, set aside for school purposes the same 
percentage. 

No order was issued, no state law directing such a division 
was enacted, no person, board or commission set the figure. 
Eight thousand and more school boards and other taxing 
agencies, each dealing with its own situation, attained the same 
combined percentage in prosperity as in adversity. 

To my mind that accomplishment is more than an interest- 
ing coincidence. In it is expressed a large part of my faith in 
local self-government and in the capacity of the people to 
govern. The combined decision of the common people fre- 
quently approaches closer to applied wisdom than the intellec- 
tual superiority of so-called leaders. 

We have been through an exceptionally hard and tr3dng 
period in Kansas. There are many improvements I would like 
to see made as soon as we can loosen our belt a little. As 
I said in my first inaugural address, the state which first puts 
its house in order will be the first on the road to recovery. 
We have had the same difficulties you have had, plus some 
very special troubles of our own. Preceding the general eco- 
nomic depression, we had a long agricultural dq>ression. We 
suffered three years of drouth, the worst recorded since 
weather bureau records have been kqpt. 

When you think of Kansas, do not think of Coronado’s ad- 
ventures in search of cities paved with gold, or of the bitter 
guerrilla warfare of the border days, or of the great herds of 
cattle winding their way on the long trail from Texas to 
Abilene mid Dodge. Rather picture to yourself that less dra- 
matic but more important saga of the soil — ^that epic story of 
those men who broke the sod, who plowed the furrow long and 
straight, who built homes and schools with the very sod from 
beneath their feet, while their women made soap, dried fruit, 
cured meat and watched over sturdy little Kansans whom they 
rocked to sleep in home-made cradles. 

This last is the picture of the real Kansas. That great 
grassy quadrangle was changed by these sturdy souls from a 
wilderness inhabited by the red man into the Kansas we love 
today. 
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TiTaTisag is a State of varied natural resources. From the 
apple orchards of Doniphan county in northeastern Kansas, 
to our zinc and coal fields in the southeastern counties; or 
through the great grazing sections of the central part of the 
state to the corn and wheat area which covers the entire state 
— ^Kansas is Nature’s storehouse. While Kansas is best adver- 
tised as a wheat state, livestock and livestock products normally 
account for more than sixty per cent of our farm income. Of 
more interest to the manufacturer, the entire south half of 
the state, from the east border to the Colorado line is under- 
laid with cheap fuel, coal in the east, natural gas and oil in 
the central and western sections. No other state matches Kan- 
sas in resources of natural gas combined with transportation 
facilities. Kansas ranked fourth in the production of petroleum 
for many years, and the western half of the state is now con- 
sidered a great potential source of new supply. 

Equality the Goal of the Fabmer 

But Kansas is and always will be an agricultural state 
essentially. It should be borne in mind that a man who owns 
a farm — ^from which he is self-sustaining or close to it — ^is in 
a better position to weather an economic storm than any other 
group or class of persons. 

You business men and industrialists of the Ohio State 
Chamber of Commerce should not think of the farmer as a 
man who seeks special privilege. Equality is his goal. 

The farmer is rugged, self-reliant and proud of his ability 
to produce the necessities of life for his family and the Ameri- 
can workers. But the farmer is entitled to expect for his crops 
a fair price base comparable to other commodities. 

To me the most hopeful sign pointing to a sound economic 
recovery is that the whole country is beginning to sense that 
a permanent solution of the fanning problem is a national as 
well as a sectional question. Farming is a business just as 
much as manufacturing, and is just as much entitled to equal 
protection in the domestic market. 

It is not my place here to discuss the weakness or the 
strength of new policies in government. I shall not attempt 
to characterize them as successes or failures, or as revolution- 
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ary or evolutionary. For better or for worse such laws are 
here. We are faced with a condition of fact, not of specu- 
lative theory. So, the major task ahead in the main is not 
more laws, or more programs or more experimentation, but 
sound common sense administration. 

Dangers in an Unsound Fiscal Policy 

Even with return of industrial activity, there will be major 
social, farm and economic problems to meet We must build 
against a return of what we have been through these past few 
years. We must build on the realization that this economic 
situation did not come upon us suddenly, nor will we get out 
of it overnight. But, as I said before, while the errors of 
other administrative policies may not of themselves be fatal, 
the errors of an unsoimd fiscal policy have always been ruinous 
to every government in the history of civilization. 

The problems before us cannot be settled by any group or 
dass. They are an obligation for ail. They cannot be solved 
fay legislative action of Congress or state assemblies alone, nor 
can the leaders of industry and finance and commerce single- 
handedly solve them. There must be a genuine cooperation 
with a renewed emphasis on the essential purposes of govern- 
ment, the protection of life and property. We must recognize 
that our problems have been greatly intensified by our com- 
plex industrial state and development of mechanical produc- 
tion. We must face the fact that our economic difficulties 
now have basic world-wide implications, whereas, previous de- 
pressions have been more completely localized within our do- 
mestic area. 

Bearing this in mind, we should remember that assistance 
to the needy unemployed is not, on the one hand, a privilege 
or a vested right, nor, on the other hand, is it charity. It is a 
mutual responsibility—a common obligation created by the 
rapidity of our growth, the complexity of our society, and by 
our inability to cope successfully with situations as fast as they 
have arisen. 

Every right-thinking person sincerely desires to see the need 
for relief to the unemployed speedily pass away. Until that 
time comes, it is reasonable— and nothing less than just — ^that 
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the government exert all its powers to prevent suffering among 
the less fortunate. 

Obligations of Leadership 

There is no reason, however, why we should not attempt 
to accomplish this, as far as possible, on a pay-as-you-go 
basis. We will then pay for our own mistakes, which is right 
and as it should be. We should not expect our children to 
pay for them. Certainly an increasing public debt burden 
left by us to our descendants will lessen the ability of suc- 
ceeding generations to meet their emergencies. The left-over 
problems of our times should not be added to the new ones 
of tomorrow. That is not fair to the coming generations, 
and we evade our responsibilities if we thus pass on the bur- 
den. This generation will be the first to mortgage the future 
in peace times. 

Furthermore, we should conduct our current fiscal affairs 
so that the public credit shall not be undermined. Common 
sense must prevail. No business can run very long and spend 
more than it takes in. If that should happen, the poor, the 
unemployed, would be the first to suffer — for the government 
could no longer continue public aid. 

Out in Kansas we try to distinguish between progress and 
change, to evaluate change not only in its immediate effects, 
but in its lasting results. It is the obligation of leadership 
to say “Yes” to some proposals and “No” to others in a manner 
that will not throw the country into jitters. In the solving 
of old problems, we must avoid the creation of new ones. 
We must not confuse the immediate glance with the long-time 
view. Some roads lead to far different ends than they seemed 
to at the start. An innovation may be a backward stq). This 
has been demonstrated in foreign countries where civil liberties 
have been yielded in return for economic security, without 
gaining economic security. Such a step in this coxmtry would 
be disastrous to all American ideas and traditions. 

Yesterday, we were smug in our prosperity. Today, we are 
awake to the needs of an unsettled world. The West was 
built on faith, courage and the homely common sense virtues 
of thrift, toil and neighborly cooperation. In Kansas they re- 
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main oxir creed. Always the West is willing to brave the new, 
to meet the changing conditions and vicissitudes of our un- 
certain future with determination and confidence. I bespeak 
for the citizens of these United States a lofty spirit of patriot- 
ism, a renewed devotion to our state and nation and their daily 
welfare; and a new birth of individual responsibility which 
shall make the safety, welfare and progress of the state and 
nation matters of each citizen’s own personal concern. 



f 


IVY LEDBETTER LEE 

PUBLICITY FOR PUBLIC SERVICE 
CORPORATIONS 

Ivy Ledbetter Lee was adviser on pubKc relations to the Pennsyl- 
vania R. R.j the Standard Oil Co. and many other large interests. 

It is only of late years that great corporations have felt the 
need of an eapert publicist to advise in regard to their relations 
with the public. Mr. Lee did indeed create a new office and 
service. No one was more prominent than he in the public dis- 
cussion of affairs of business, labor and industry which is repre- 
sented in this volume of “Modem Eloquence.” Mr. Lee was born 
in Cedartown, Ga., in 1877, graduated from Princeton in 1898 
and studied later in Harvard and Columbia. He began his career 
a newspaper man and soon became employed in publicity work. 
He was the author of many books and during the War was promi- 
nent in the Red Cross activities at home and abroad. The present 
address was given before the Convention of the American Electric 
R. R. Association at Atlantic City on October 10, 1916. 

PuBLiOTY must not be thought of as it is by a good many as a 
sort of umbrella to protect you against the rain of an impleas- 
ant public opinion. Publicity must not be regarded as a band- 
age to cover up a sore and enable you to get along pretty well 
with the real trouble still there. Publicity must, if your trouble 
is to be cured, be considered rather as an antiseptic which 
shall cleanse the very source of the trouble and reveal it to the 
doctor, which is the public. To change the metaphor again, 
publicity must not be thought of as a cloak to look well on the 
outside of a body deformed and diseased within. It must be 
looked on as rather a social X-ray which shall reveal the bone 
and the tissue, even the very heart, of the body itself. No one 
must attempt to adopt publicity or make use of it for his bene- 
fit unless he is prepared to take all the consequences. 

A company cannot sing of its prosperity to security holders 

122 



PUBLIC SERVICE CORPORATIONS 123 


and at the same time cry over its poverty to tax appraisers and 
its workingmen. Publicity is distinctly a weapon that cuts both 
ways, and unless a man is willing to tell everything openly, he 
had better not “monkey” with publicity. If his desire is simply 
to avail himself of publicity where it benefits him, and to get 
behind the curtain when he does not want publicity, my ad- 
vice to him is to let it alone. 

In adopting a policy of publicity any company should estab- 
lish clearly to its own satisfaction that it is pursuing a policy 
which is as reasonable as, under the conditions, it can pur- 
sue. Such a company should be sure it is doing the best it 
can even if xmder difficult conditions. Things may not be as 
you would like to have them, and there are a great many im- 
provements you would like to have made, but be sure condi- 
tions are the best that you yourself can make. If they are not 
the best, at any rate you are tr3dng as hard as you know how 
to make them so. 

Having arrived at that policy the next step is to pin one’s 
faith in certain fundamental beliefs: 

First: The first and most important of these axioms is that 
the people are intelligent and will not submit to having some- 
thing put over on them. Second: We should make up our 
minds and believe firmly in the fact that the American people 
are fair, once they know the facts. 

Sometimes the people are slow in arriving at what seems to be 
a fair decision. But in the long run I believe that the heart 
of the American rings true, and that if we are reasonable and 
are doing the best we can, we can be sure that a presentation of 
the situation as we see it, and as it appears reasonable to us, 
will also appeal as being reasonable to the American people. 
But, as the President of the United States not long ago very 
correctly said, the people are not moved by mind, they are 
moved by sentiment. In developing a policy of publicity we 
cannot espect merely to reason the case out, merely to present 
statistical data and arithmetical equations, and have the people 
draw from these statements the conclusions we should like them 
to draw. People are interested in their own affairs, they are not 
very much interested in your affairs and they will not analyze 
statistics. 
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The Fundamental Purpose of a Publictty Policy 

The fundamental purpose, therefore, which must underlie 
any policy of publicity must be to induce the people to believe 
in the sincerity and honesty of purpose of the management of 
the company which is asking for their confidence. If the men 
who are in charge of a particular company enjoy the complete 
confidence of the people of that community, fifty per cent of 
that company’s troubles are over. With such men enjo5dng the 
confidence of the people, telling the people the truth, the people 
in the long run will do what these men believe to be reasonable, 
because the people will believe in them and in the fact that 
what they believe to be reasonable — ^is reasonable. The first 
object of any policy of publicity, I therefore repeat, is that 
the management itself gain the personal confidence of the 
people. 

Publicity in its ultimate sense means the actual relationship 
of a company to the people, and that relationship involves far 
more than saying — ^it involves doing. An elementary requisite 
of any sound publicity must be, therefore, the giving of the best 
possible service. You may say that the people ask better serv- 
ice than you can give with the money at your disposal, and that 
you can give perfect service if you have the money. But, 
gentlemen, good service consists in many things which do not 
involve money. It does not cost more money to induce your 
employees to be courteous to the people who ride on the cars. 
Nothing could be more helpful to the street railways and steam 
railways of the United States than any active campaign on be- 
half of “courtesy first”— courtesy on the part of employees to- 
ward the public. Courtesy is not something which the manag er 
can tell his employees to exercise towards the public and then 
himself be very economical in its use towards his employees. 
Employees of most companies take their tone from the man at 
the head, and if the man at the head expects his employees to 
be courteous to the public he must himself be most courteous 
to his employees. And that does not cost any money. 

It does not cost money to give serious and thorough atten- 
tion to complaints. If one complaint is made, it is a pretty 
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safe assumption that a good many other persons are affected 
by the thing complained of, and haven’t said anything. A 
man who makes a reasonable complaint to a company should be 
regarded as a friend, and the complaint should be carefully 
examined. If you can correct the trouble, it ought to be cor- 
rected. If you cannot correct it, nothing will do you more 
good than a frank and candid explanation to the one who 
makes the complaint, giving the reasons why it cannot be 
helped or was not helped. One of the best things any public 
service company could do would be to publish a Backer’s Bulle- 
tin, in which the company would publish every kick made 
against the service as well as the answer made to the kick. 
Nothing in the world pleases a kicker, whether he has expressed 
himself or not, more than to see his kick in print and know it 
has been expressed. 


The Personal Athxude ot a Management 

Another thing that does not cost money is the tone, the 
personal attitude of the officers of the company toward their 
patrons, toward the newspapers and toward ^e commxmity 
in which they work and live. If the people feel that the spirit 
of a management is hard, indifferent and irresponsive to the 
wishes, feelings and emotions of the community, they are not 
going to care much what happens to the company. But if the 
people feel that the company is up against a pretty hard job, 
that its managers are doing the best they can, the public is 
very apt to sympathize with the managers in their troubles. 

Take the case of the New Haven Railroad. You know of 
the troubles of the New Haven Railroad a few years ago 
under Mr. Mellon. Mr. Mellon was a remarkably good rail- 
road officer, but very tactless in dealing with the public. The 
New Haven Railroad to-day as a railroad probably is not 
very much better than it was under Mr. Mellon. Its train serv- 
ice at the present time is wretched. People all over New Eng- 
land are kicking about it, and there is a great general dissatis- 
faction with conditions. But Mr. Howard Elliott, the president 
of the company, has “humanized” the property; he has taken 
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the people into his confidence. He has made them feel that he 
is doing all that can be done and that he is up against a stone 
wall. The result is the people are sympathizing with his diffi- 
culties and helping him. 

It is not absolutely necessary that a railway manager should 
be a talker. I believe the most important thing is that he 
should be a doer. One of the best street railroad men whom I 
have ever known was Mr. E. W. Winter, for many years Presi- 
dent of the Brooklyn Rapid Transit Company. He very seldom 
said anything to the public but he was always doing the best 
he could under the conditions with which he was surrounded. 
The people trusted him absolutely and knew he was doing the 
best he cotild. The Brooklyn Rapid Transit Company, under 
his management, from being one of the most unpopular institu- 
tions in Greater New York, became not only one of the most 
popular but one of the most prosperous. The attitude of say- 
ing and doing involves an attitude of open mindedness toward 
new things. It is a fatal blunder in policy for the noanagement 
of any public service company to assume an attitude of com- 
placency and satisfaction with conditions as they are. The 
public expects a company to be alive to every invention, to 
every development. Whien the trolley lines grew up they were 
fought by the railroads. That was shortsighted — and now the 
railroads know it. When the telephone was invented, its growth 
was retarded by the opposition of the telegraph. But now the 
telephone is an indispensable aid to the telegraph. 

Take the case of the jitney. The jitney undoubtedly repre- 
sents a response to a demand on the part of the people. The 
fact that the jitney is irresponsible, that it ought to charge a 
higher fare, that the business is now being badly conducted, 
does not alter the fact that the jitney does respond to a lepti- 
mate demand. I have heard naany people say, “We do not in- 
sist upon a five-cent jitney — ^we axe willing to pay ten cents — 
but we do believe that if it is possible to provide the kind of 
transportation for ten cents that we require, it ought to be 
possible for us to have it. We should be able if we want to 
be picked up and carried directly to our homes quickly, in- 
stead of by the slow-moving trolley. If we can get some one 
to provide that kind of transportation, we ou^t to have it.” 
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The street railway companies will have to work out a real solu- 
tion of the jitney problem. 

As another fundamental element in any policy of publicity, I 
suggest the necessity of being sympathetic toward patrons, es- 
pecially in reference to accidents. The public is apt to get the 
idea that the railroads are only concerned about accidents be- 
cause of the amount of money that will have to be paid to settle 
claims. The announcements of accidents made by some com- 
panies sound almost heartless. They do not seem to show any 
sympathy for the people who are suffering. Yet men who run 
railroads have the same flesh and blood, the same human 
feelings as any one else. When an accident happens, why can- 
not they let the people know of their distress at the sufferings 
of the people who have been hurt? 

A sound policy of publicity for a public utility company also 
involves the adoption of an attitude of citizenship rather tihan a 
merely selfish relation to the community at large. What I mean 
is illustrated in the present policy of the Western Union Tele- 
graph Company concerning government ownership. The men 
who manage that company say: 

We do not know whether government ownership is the best thing 
or not. We have confidence that if government ownership is adopted, 
we will be compensated for our property at its actual value. We con- 
ceive our duty at the present time to be to give the very best possible 
service; next to that, to give the people all the information we can 
that will lead them to a sound decision on this question. 

We believe that in any government ownership investigation our 
chief value will be as an expert witness. Our first position is as a 
citizen. If it is best for the American people to have government 
owner^p of the telegraph, The Western Union Company says they 
ought to have that government ownership. We do not think it will be 
wise, but we may be wrong. We will try to help you find out if it 
is wise. 

That expresses a policy which might well be adopted by pub- 
lic utilities with reference to many municipal ownership con- 
tests. 

While it is true that being and doing are the most important 
element in any company’s policy, it is also true that, although 
you may give most excellent service, although you may be do- 
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ing all the things that you ought to do, although you may be all 
the things you ought to be, the public is very apt to take all 
for granted, just as, for example, it takes its water supply for 
granted. So long as the water is good, the people do not think 
much about it, but the moment it is the least bit contaminated, 
or the supply is diminished, everybody gets excited. 


Why It Is Necessasy to Teel What You Aee Doing 

There is a good deal of that element in the attitude of the 
public toward all public utilities, and that makes it necessary 
that you tell the public what you are doing. It is impossible to 
tell it to enough people by word of mouth, so you have to tell 
it with printer’s ink. Byron says : 

Words are things, and a small drop of ink, 

Falling like dew upon a thought, produces 
That which makes thousands, perhaps millions, think. 

In telling things through the medium of printers you must 
tell the things that are interesting. As an illustration, the gen- 
eral manager of the Pennsylvania Railroad some years ago on 
a very cold day sent out a notice to every track gang forerdan 
— ^because of the fact that a great many of the track men on 
accoimt of the cold would probably be wearing ear muffs — ^that 
upon the approach of a train, when the foreman blew his 
whistle, the foreman should see to it that every man knew he 
had whistled, and not take it for granted the men had heard 
the whistle. 

The item was human. It was interesting. It was published 
all over the United States, and impressed people with the fact 
that the management of the Pennsylvania Railroad exercised 
sympathetic care for its men. A little fact of that kind has 
more weight in forming public opinion than a great mass of 
arguments. A similar item of interest is the summer-time 
practice of the Interborough Rapid Transit of New York in 
supplying its Subway employees with three newly laundered 
white duck suits of clothes a week. Very few people know 
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this. They see these men each day -wearing these nice dean 
suits of dothes. They take it for granted. But if the people 
realized that the company was supplying these suits to the men 
free, and pro-viding for laundry service, the public would ap- 
predate better the spirit of the management. 


Speak the Language of the People — and Avoid LAW-mts 

In the use of printer’s ink be human, be natural, and speak 
in the language of the people. 

The greatest thing that could be done for the street railways 
and the steam railroads, in fact for all utilities of the United 
States, would be to do for them what Billy Sunday has done 
for religion. 

The wonderful thing about Billy Sunday is that he speaks the 
language of the man who rides on the trolley car and goes to 
ball games, who chews gum and spits tobacco juice. The people 
know Billy Sunday and he knows them. He goes to the heart 
of a subject. He moves men and affects their conduct in life 
feir more than many sermons preached in the most cultivated 
English. 

. In trying to egress yourselves in language which the people 
can understand, avcnd lawyers. I have seen more situations 
which the public ought to imderstand and which the public 
would S3mipathize -with, spoiled by the intervention of the 
lawyer tiian in any other way. Whenever a lawyer starts to 
talk to the public, he shuts out the lig^t. 

Fully one hunted years ago, Edmund Burke -wrote that 
lawyers had “so bewildered the world and themselves in organ- 
izing forms and ceremonies and so perplexed the plainest 
matters with met^hysical jargon, that it carries the highest 
danger to a man out of that profession to make the least stop 
-without their advice and assistance.” 

And H. G. Wells in one of his latest books says: “Lawyers 
trail into modem life most of the faults of a mediaeval guild. 
Their law and procedure have not been remolded upon the 
framework of modem ideas ; their minds are still set to the tone 
of mediaeval bickering. Our urgent need is not so much to get 
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rid of the lawyer from our affairs as to get rid of the wig and 
gown spirit and to find and develop the new lawyer.” There 
are, to be sure, some “new lawyers.” But they are more human 
beings than lawyers. 

Tbe traditional lawyer has more regard for rights than for 
the right. To him precedents are all and in all, traditions must 
be followed, and professional etiquette is sacred above every- 
thing else. I yield to no man in respect for courts of law, but 
the lawyer feels that courts, legislatures and public service com- 
missions are awe-inspiring institutions to be treated as finalities. 
He forgets that they are created by the people. He goes to 
these tribunals always, and disregards the people — ^the fountain 
of all power. I believe in telling your story to the public. If 
you go direct to the people and get the people to agree with 
you, you can disregard what legislatures, commissions, or any- 
body else may do or say, 

I believe in paying every respect to constituted authority, but 
if constituted authority makes mistakes it is the duty of every 
citizen to make his voice heard in protest. If the people are 
with you in opposition to a law or a decision of some tribunal, 
the law and decision will sooner or later be changed. You may 
say that is a short-sighted poliq?’, that it will do you harm and 
that you must cater to commissioners and constituted authori- 
ties. 

But public service commissions have been making terrible 
blunders of judgment in recent years. Most commissioners are 
honest personally, but they are plajdng present politics, and 
little know how their policies will injure the public in the long 
run. Let the people ^ow, and if you are right you will win. 

Let the people also know that in dealing with the heads of 
street railway and public utility corporations, they are dealing 
with human beings and not mere machines. 

Do not be afraid of public prejudice. It is true the fetish of 
the five-cent fare is one to which all knees bend, but even the 
five-cent fare has been overridden. 

Mr. McAdoo, a very successful electric railway president, 
some years ago induced the people of New York City, Jersey 
City and surrounding country to agree to a seven-cent fare, 
simply by the way he put it up to them. 
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If the people want the service and if it cannot be given for a 
five-cent fare, you can persuade them in the long run to pay 
more for it. It is a process of education, a process in the 
working out of which the people will have to be shown. 

In dealing with the public, in telling your story in printer’s 
ink, you must, of course, deal with the newspapers. Take them 
thoroughly into your confidence, not merely as newspapers, but 
as representing the public. 

Put your relations with the newspapers absolutely upon a 
frank and candid basis. 

Charge the papers for what you do, and pay them for what 
you get, so that both sides know exactly what is being done. 

Use all the advertising space that you can afford to pay for. 
The people are interested in so many other things tiiat you 
have to make special efforts to get their attention. Many things 
will be published as news in the news columns of the papers, 
but the people do not always read the news columns. The 
great value of advertising space is not merely to get the thing 
into the paper— you can often get something in as news— but it 
is to be able to command your location in the paper, to be able 
to write your own headlines, and to be able to lay out your 
own typographical display. In this way you can command the 
attention of the people at least for a fleeting moment. And un- 
less you can get the attention of the people away from the 
great mass of things which are claiming their notice nowadays, 
there is really not much object in having the thing printed at 
all. 

To stimmarize, let me suggest that the being and doing are 
far more than the saying, that a man who goes into a policy of 
publicity must believe absolutely that he is ri^t and that he 
can justify his policy upon the theory that “truth loves open 
dealing,” and that he can rely absolutely upon the refining and 
sterling value of the truth. 

If you devote yourself to making the public know the facts, 
you can have full confidence in the fact that knowledge by the 
public of what the truth is will make you free. 



SIR OLIVER LODGE 

PURE AND APPLIED SaENCE 

Sir Oliver Lodge was one of the most distinguished scientists in 
the world. He was bom in 1851, was educated at University Col- 
lege, London, was professor of physics there, lecturer at Oxford, 
1881—1900 and principal of the University of Birmingham, 
1909-1919. The following address is especially interesting because 
of its prophecy of the future of science as applied to industry. 

It was delivered at the Conference on Science and Labor held at 
the British Empire Exhibition at Wembley in May, 1924. Other 
addresses at the conference by Lord Ashfield and Miss Margaret 
Bondfield are printed elsewhere in these volumes. 

After Mr. Hirst’s interesting speech, I feel inclined to switch 
from what I had intended to say and to rub in a few things that 
he has said. I will not take long about it. He has been speak- 
ing to employers of industry and telling them what his experi- 
ence has been ; he could no doubt say a great deal more about 
that in detail, but we scientific men know what a tremendous 
lot the General Electric Company had done both in America 
and in England, although on a smaller scale in England and a 
very large scale in America, to apply pure science and to in- 
vestigate pure science, in the faith that the results will not only 
lead to Royal Society papers but will lead to real financial 
benefit. 

Mr. Hirst has very wisely said, I think, that the employers 
of labor should not be actuated, and are not actuated, by con- 
siderations of profit alone. They are also actuated, like other 
men, by public spirit; they are servants of the community; 
they have great power in their hands; they must feel its re- 
sponsibility; and if they see a way of doing good to the coun- 
try surely they will be glad to do it. That is why they are 
honored in their profession. As Ruskin used to say, what are 
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the roots of honor? We honor a surgeon or a physician be- 
cause he is willing to sacrifice his life, to run risks, to do 
heroic things, when the call comes. He gets a fee, but the fee 
is not what he seeks. The fee comes in the course of events ; 
and so it is with all honorable careers open to men. The 
pecuniary reward is a thing that is added unto them. It is not 
for that that they work primarily. It comes incidentally; it 
is welcome, and it helps further development. Even the little 
knowledge that I have of industries, through my sons, shows 
me that they are always putting capital into the business, not 
taking it out for their pockets or dissipating it, but using it for 
the purpose of developing their business, employing more people 
and turning out a larger output. Those are the things for 
which they can feel enthusiasm. That is the natural stimulus 
of their work; and they aim also at improving the conditions 
of labor. 

The interest of the worker should be kept in mind. By the 
best employers it is kept in mind; for after all, what are we 
working for? — ^the improvement of human life — and the work- 
ers are part of the living population of the country. We know 
how willing they are to volunteer in case of danger, to save each 
other from the accidents which may come in their way. They 
respond nobly when called on for rescue work in mining and in 
shipping, and for voluntary sacrifice in war. Human beings 
are not always quite reasonable. They may get misled by cer- 
tain agitators, but they are soimd at the core, and when the call 
comes they respond. 

A study of the conditions of labor on scientific lines is being 
taken in hand. All that work of Dr. C. S. Myers is most val- 
uable; the study, for instance, of conditions of fatigue. Some 
workmen think they are going to be speeded up, but that is not 
so. They are going to be under fairer conditions, and not be 
overstrained, and will have some elasticity and leisure there- 
after for themselves. 

Mr. Hirst spoke of pure science. I think he said that pure 
science by itself was not much use unless it was applied. I 
might put it differently. We all hope that it is to be applied, 
of course. We agree really, but we have to work at pure science 
without any eye to application. We have not eyes at the back 
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of OTir heads. We have to look forward and concentrate on 
the work in hand, and leave to others as a rule the applications. 
The applications will come, and we need not be afraid of that, 
but we do not put the applications first; the applications are 
often taken up by others. Indeed, that is my theme. But 
experiment is necessary, and Mr. Hirst rightly said the Govern- 
ment cannot experiment. I do not think the Government can 
experiment, though really I do not know what a Government 
can do. But I find that if a Government is asked to support 
an experiment, it usually wants you to guarantee the result. 
You cannot guarantee the result. It is not an experiment if 
you can guarantee the result. So if private enterprise is will- 
ing to provide funds to have experiments made, then more 
power to its elbow. We must take a risk; if it is sometimes 
called gambling ; not gambling in a bad sense, but taking a risk, 
acting in faith. That is the motive power of life ; and, depend 
upon it, in the long run it will be justified. 

Now the importance of pure science to industry can hardly 
be overestimated. Every fundamental discovery involving real 
novelty is bound to take its origin in a study or laboratory 
devoted to pure science without any immediate regard to prac- 
tical applications. When engaged in a novel investigation of 
any kind no one can have sufficient foresight to realize what 
applications may possibly follow ; and if too early attention is 
given to applications, ideas are switched from their proper di- 
rection, progress is impeded, and the result probably not at- 
tained. 

After a discovery has been made there are any number of 
adaptations and alterations and improvements and develop- 
ments which are required from those who seek to apply it in 
practice. There is a great deal of difference between a labora- 
tory experiment and an industrial output. The work of the 
organizer and manufacturer is by no means to be lightly es- 
teemed. There are a great number of alterations, improve- 
ments and developments by those who seek to apply it in prac- 
tice. These may be due to the original discoverer, but they are 
usually found to emanate from others, people who have a keener 
eye and more experience concerning a likely practical outcome. 
Something of the skill of the engineer is usually required, super- 
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added to that of the physicist; or something of the skill and ex- 
perience of an agriculturist superadded to that of the biologist ; 
or the skill and experience of the surgeon or physician super- 
added to that of the bacteriologist. 

The magnificent researches of Pasteur were begun entirely 
from the point of view of pure science ; and it would have been 
impossible for anyone to foresee, in his right- and left-handed 
crystals of racemic acid and tartaric acid, anything of the tre- 
mendous practical outcome. At first the interest seemed purely 
optical. But the application, first to fermentation and then to 
disease, was made in an exceptional manner by the remarkable 
powers of Pasteur himself ; though many physicians and other 
investigators took up the work, and the application to surgery 
was, as all the world knows, made by Lister, with later im- 
provements introduced by Sir Almroth Wright and other lab- 
oratory investigators. 

Again, the discoveries in heredity and cross-breeding, made 
by Mendel and others, received their practical outcome and 
application to agriculture through the practical schools at Cam- 
bridge and Rothamsted; and, except that I am followed by Sir 
Daniel Hall, I would have tried to say something about the 
great and beneficent advances made by Biffen on wheat, but 
to continue that subject in Sir Daniel Hall’s presence would be 
absurd. 

Similarly, if I had not been preceded by Mr. Hirst, I should 
have called attention to the remarkable staff and equipment for 
purely scientific research which the wisdom of that great cor- 
poration endows and maintains, in a way which roused Sir J. J. 
Thomson’s admiration during his visit to America, and whidh 
is also illustrated in this country too. 

I will therefore confine myself to illustrating a few of the 
developments, some on a large, some on a smaller scale, of sub- 
jects which took their origin within my own memory, and with 
which I was rather closely connected; my object being to show 
how things began, with the object of lowing how perfectly 
pure science branched out into unexpected directions and with a 
magnitude which is quite surprising. 

The discovery of electric waves, which now spread intelli- 
gence and human speedi broadcast over the earth, took its rise 
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in a mathematical investigation by Clerk-Maxwell more than 
half a century ago. The interest seemed purely scientific; in 
fact it aroused no public attention — ^that is not unusual; one 
would have difficulty in reading Maxwell’s papers to-day — 
though they strongly excited the admiration and enthusiasm of 
a few students, of whom I was one. It took twenty years to 
bring these waves out of mathematical formulae into the reali- 
zation of fact ; and they owe their production chiefly to the re- 
markable experimental reseairches of Hertz in pure science; 
when he was a young professor at Carlsruhe. At first, in that 
caise also, the interest seemed mainly optical and electrical. A 
few, like David Hughes and Sir William Crookes, and later, 
Alexander Muirhead, conceived their application to telegraphy. 
But it remained for the industry and skill and initiative and 
practical common sense of Mr. Marconi to unify the various dis- 
coveries and really apply them on the large scale to the trans- 
mission of news. 

The researches of Edison and Fleming and Richardson and 
others, which converted wireless telegraphy into wireless teleph- 
ony, seemed at first to be concerned only with phenomena in 
vacuum tubes ; but nowada}^ these valves are in the hands of 
every wireless amateur — a surprising outcome in so short a 
time. Even the improvement introduced by tuning, whidi 
made selective telegraph possible, was the outcome of mathe- 
matical studies by Lord Kelvin, so long ago as 1853, of the com- 
bined effect of inductance and capacity and of the Leyden jar 
oscillations which could be thereby produced. No one then 
thought of “wave-length” in connection with such oscillations; 
no one imagined that these oscillations would emit waves. 
That was reserved for FitzGerald at a later date, and to those, 
induding myself, who followed up the hint which he gave. But 
even so, it was difficult to see how these waves could be de- 
tected, for we have no sense organ for their appredation and 
no instruments known at that time were able to respond — ^al- 
though one gets letters from extra-sensitive people saying that 
their health is being ruined by the wireless waves. 

Then take another case. The discoveries of Faraday were 
all made in the laboratory, and the first magneto-electric ma- 
chine — ^forerunner of the dynamo— had a power and produced 
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results utterly insignificant. So that indeed a member of the 
Royal Institution, after a demonstration by Faraday of a spark 
obtained from a magnet, asked what on earth was the use of 
it. And a dignitary of the Church is said to have regretted the 
discovery on the ground that it put a fresh weapon in the hands 
of the incendiaries, who were burning ricks about that time. 
But yet in that apparently small discovery (though it never 
seemed small to a physicist) lay the germ of all the d3mamos 
and telephones and the great power transmissions of the pres- 
ent day, including electric railways. 

To take a much smaller instance: — About the years 1883 and 
1884 I began the investigation of the dark space above hot 
bodies, to which Tyndall had called attention. A red-hot poker 
or a spirit lamp held in the beam of a searchli^t is seen to 
give off apparent clouds of smoke. You see black streams 
streaming in the illuminated beam coming from this red-hot 
poker. It is not smoke, and T3mdall showed it was not really 
smoke, but it is a dust-free space. For some reason or other 
the dust is excluded from the hot air that arises from it. It is 
not burned up, though Tyndall thought so, but excluded for 
some rather obscure reason, and this free empty space you can- 
not see. When you see a sunbeam coming in through a window 
people say that you see the light by reason of the dust. The 
fact is you see the dust by reason of the light, and if the dust 
is not there there is nothing to see. You do not see light at 
all. You see the objects which emit it, and you certainly do 
not see li^t if it does not enter the eye. After Tyndall, Lord 
Rayleigh began to examine these dust-free spaces; and the 
whole matter was subjected to a critical and careful examina- 
tion for many months in my laboratory at Liverpool, using for 
the most part tobacco smoke in glazed boxes, with rods heated 
in a metrical manner and examined with a microscope. Inci- 
dentally the late Mr. Qark and I, who were working together, 
proceeded to electrify these rods to see what the effect would 
be ; and we found to our surprise that the whole box was cleared 
of smoke, very rapidly, and the whole space made dust-free. 
This curious observation was enlarged and exhibited in the 
autunm of 1884 to the Britidi Association meeting at Montreal, 
at which both Lord Kelvin and Lord Rayleigh were present. 
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It did not at the time seem likely to have any practical appli- 
cations, but of late years Dr. Cottrell in America, and my sons 
in England, have applied high-tension electricity to the con- 
densation, on a very large scale, of metallic fume and other 
smokes produced in smelting and furnace operations. Perhaps 
the largest scale operation is that to blast-furnace gases, which 
can be cleared of their potash-containing solid matter before 
they are either liberated or burnt. The same thing can be 
done in the smelting of tin and other ores, thus helping to save 
the fouling of the atmosphere and effecting a large economy in 
waste material. 

So it happens constantly. The most unpromising subject — 
if only some definite result emerges — can be taken up and ap- 
plied in ways quite unsuspected; and I have been told that, in 
the laboratories of the General Electric Company, observations 
which at first seemed quite futile and merely curious, have 
turned out occasionally the most profitable of all. 

It needs faith for those engaged in great industrial enter- 
prises to divert a portion of their staff and equipment to in- 
vestigations in pure science; but everyone knows that in Ger- 
many this has been done, especially in the subject of chemistry, 
for a long time and with great success; though unfortunately 
it has been possible — ^as it always is — ^to abuse these beneficent' 
activities and prostitute them to unholy ends. 

It remains for me to see if I can suggest any of the applica- 
tions that might be made of the remarkable new researches 
into atomic constitution, which we owe to the purely scientific 
labors of J. J. Thomson, Rutherford, Bohr, and others; and the 
other great development which has excited surprising popular 
interest, associated with the name of Einstein and the theory 
of Relativity. This is not the place to enter into detail, but it 
is an undoubted fact that there are immense stores of energy 
locked up in the atoms of matter and in the ether of space, and 
it seems to me quite unlikely that fifty years will elapse before 
some of this energy is tapped and applied to practical purposes. 
Of course we are really using it, as we use all the forces of 
Nature, without knowing what we are doing, every day of our 
lives; but it is not yet under control; we use it indirectly, 
therefore, mainly only in the form of sunshine, but also in com- 
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bustion and chemical action generally. But there may be 
physical methods of getting it too; and the amount is so vast 
that if we could get at only one per cent of it we should have a 
source of power which would put all others into the shade. 
Whether the energy of the atom will be tapped first, or the 
energy of the ether, or whether we shall find that intrinsically 
they are one and the same in different forms, no one can say 
at present. But if I allow myself a Wells-like speculation, I 
can conceive the aeroplane and the steamship and the locomo- 
tive of the future as propelled rather like a rocket, by the re- 
action from a small quantity of material ejected from the tail 
at an immensely high speed, a speed far beyond that at which 
gases are expelled, even by the most powerful explosives. And 
I imagine that the propulsion will go on, quietly and without 
disturbance, because the ether is so massive a substance that, 
if we could find some mode of getting hold of it — ^as we already 
to some extent do in magnetism — amasses of ordinary matter 
could be propelled with greater ease, at a speed beyond any- 
thing as yet attained. This may seem rash speculation, but I 
take this opportunity of putting it on record, because there is a 
great deal more to be said about it, in the proper time and 
place, and because if it is ever achieved it will be the result of 
some of the most unpractical and weird and ultra-microscopic 
investigations which have ever roused the curiosity emd ingen- 
uity and puzzled enthusiasm of man. 
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LEGISLATING FOR A REPUBLIC 

The Honorable Nicholas Longworth (186^1931) was bom in Cin- 
cinnati, graduated A. B. at Harvard in 1891, was admitted to the 
Bar in 1894. He was a member of Congress from 1903 to 1913 
and again in 1915 and was elected speaker of the House of Repre- 
sentatives in 1925. The following speech discusses the relation 
of the National Government and the Congress to business. It 
was delivered at the aimual banquet at the Convention of the 
National Association of Manufacturers of the United States in 
St. Louis, October, 1925. 

Mr. Toastmaster, Ladies and Gentlemen: Notwithstanding 
your very kind applause, I realize that I rise to my feet facing 
a hostile audience. You have been deprived of your ice cream, 
of which, I am the unwilling cause, and my only excuse is that I 
must leave to-night, in order to be home to cooperate with the 
Judicial Department. The Chief Justice of the United States is 
to dedicate to-morrow morning a new building at the University 
of Cincinnati. It is important these da3rs that there should be 
cooperation between the branches of the Government. That is, 
therefore, my excuse for having deprived you of your ice cream 
and coffee, but the liberal Chairman, I understand, is going to 
deliver a “freezer” at the conclusion of this meeting to each 
one of you. 

Ihis is a very inspiring occasion. I appreciate the great 
honor that is done me in inviting me to speak to you to- 
night. I am particularly glad that this meeting, the first I have 
attended of the National Manufacturers’ Association, should be 
at St. Louis, in order that I might refer to the last telegram 
read to you by your President, from one of my best friends. 
I am proud to know that a college mate, for we were together at 
Harvard, a citizen of St. Louis, has risen to great position. 

140 
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There is scarcely any office in this country, which has such great 
responsibility as the Secretary of War, and it is more than the 
personal friendship I have for him, that I rejoice in the appoint- 
ment of Dwight Davis, because, I believe, knowing his record, 
that he is the very best man that could have been chosen for 
that position. 


Marvel of History 

I rejoice to meet and see about me men representative of one 
of the major forces — creative industry — ^that have made Amer- 
ica what it is to-day, the great super-dominant nation of the 
world. Our material progress, following eis it has a long and 
devastating civil war, is one of the marvels of the history of the 
nations. 

A half century is, relatively, a short time. It very nearly 
measures my span of life upon this planet ; yet, I deny myself 
any feeling of exceeding maturity. Measured in the period of 
the world’s development, it is almost pitifully insignificant, 
hardly a flyspeck upon the pages of history ; yet, it is the period 
during which America has grown from a country comparatively 
unimportant in wealth or commerce, an almost negligible fac- 
tor in world influence, to the richest, happiest, most prosperous, 
most dominantly influential nation among the nations, in this 
or any other time in the world’s history. 

During not far from half of this period I have been a mem- 
ber of the Congress of the United States. I am proud of the 
part I have had, small though it might be, in legislating for the 
upbuilding of American industry which has so greatly contrib- 
uted to the growth and prestige of the nation. I rejoice, there- 
fore, in the great honor that has come to me in that I shall be 
shortly elevated to a position hi^ in power and influence. But 
my pride, legitimate, I think, is tempered by the solemnity of 
my resolve that such power and influence that I may possess 
will be ever exercised in the direction of further progress. I am 
deeply resolved that, in so far as I may be able to prevent it, 
no backward step shall be taken, on the one hand, by way of 
legislation calculated to throttle or impede the progressive de- 
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velopment of American industry; or, in the other, in the de- 
struction of any of the constitutional safeguards upon which our 
industrial and social fabrics are based. 

I shall not imdertake to define, in this presence, in what 
proportion our marvelous industrial development is to be ac- 
credited: on the one hand, to the individual American genius, 
energy and capacity; or, on the other, to wise national legisla- 
tive policies. In the essence of things they must go hand in 
hand; neither one could produce the beneficent result without 
the aid of the other. 

May I suggest, with no thought of partisan bias, that 
throughout the post Civil War period of industrial expansion, 
with the exception of a very few years, laws have been on the 
statute books designed specifically to give preference and en- 
couragement to American industries over the industries of other 
countries, and a legislative policy has been in force during much 
the larger portion of this period which recognizes the desirabil- 
ity, if not the inherent right, of the American producer to com- 
pete advantageously, at least, in the American home market 
with the producers of other nations ; a policy which recognizes 
the basic fact that the labor cost of producing practically any- 
thing in the United States, due to high wages and superior liv- 
ing conditions, is far higher than among any of our foreign 
competitors. Recognizing that fact, it accepts the inevitable 
conclusion that under these conditions the great majority of 
American industries cannot compete in the American market, 
preserving at the same time the American wage scale, unless 
some legislative barriers are interposed against the wholesale 
entrance of the more cheaply made products of foreign com- 
petitors. 

The difficulties of crystallizing this policy, satisfactorily, into 
law are supreme, I might almost say superhuman. I have been 
in a position, I think, to apprehend these difficulties more thor- 
ou^y than most of you. For eighteen years, I was a member 
of the committee which, under the constitution, originates all 
legislation touching the revenues of the Government; a com- 
mittee which has written, in the original instance, all the tariff 
and taxation laws that have been passed in the last quarter of 
a century. When I retired from the Ways and Means Com- 
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mittee, upon my election as Majority Leader of the last Con- 
gress, I confess I heaved a sigh of relief. That I shall be even 
further separated from the hurly-burly of the actual framing 
of these laws, as speaker of the next House of Representatives 
is an even more jigreeable thought. 


Taeeff Criticisms Inevitable 

So much of geography and climatic conditions, so much of 
human nature, so much of the thousand and one overlapping 
and conflicting interests come into it, that no tariff law, or law 
touching taxation, has ever or ever can be passed in this coun- 
try which will not be attacked and criticized, often quite legiti- 
mately, and its makers taken to task. 

With my past experience, with all these conditions in mind, I 
do not hesitate to affirm that the existing tariff law is working 
most satisfactorily, that the customs barriers erected by it are 
in the main sufficient to permit American competition at home 
and in the markets of the world is evidenced by the ever in- 
creasing growth and prosperity of American industry. That 
they are not in the main too high to prohibit the importation 
of things we need, is evidenced by the enormous revenue now 
received at the customs houses, approximately $600,000,000 
a year, nearly twice as much as we have ever received imdei 
any tariff law. The magnitude of this stun can be well illus- 
trated by the fact that it would of itself have paid about two- 
thirds of the entire cost of running the Government of the 
United States when I first came to Congress. 

In the principle on which the present law and most of the 
tariff laws passed during the post Civil War period are based, 
I am a firm believer. This principle will not be abandoned so 
long as I am a speaker of the House of Representatives. Lest 
I be accused of egotism, I might say that the same thing would 
hold true of any Congress, whoever its presiding officer might 
be, if controlled by the great party which has for the time be- 
ing honored me, acting as it now is under the mandate of a 
majority of the American people. 

■l^y do I say that my party is now acting, and prepared to 
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act, under a popular mandate? It is because in our last na- 
tional convention we pledged ourselves to see to it that certain 
definite things should be done, and certain definite things should 
be left undone, among the latter being anything leading to the 
derogation of the power and dignity of our courts, or the de- 
struction of any of the constitutional safeguards bequeathed to 
us by oiu: fathers. The issues were made clear and definite, and 
upon them our candidate for president was elected by a popu- 
lar majority of more than seven million, and with him a large 
majority in the House, and a lesser, but a safe majority in the 
Senate. For at least two more years we are in full control of 
the National Government. It is a heavy responsibility, but we 
accept it. That we shall not fail in our trust, I am entirely 
confident. If we do, we deserve to be deprived of power, and 
the people will have their opportunity at the next Congressional 
election. 


Partv Government Desirable 

I use this as an illustration of our system of government, 
which differs essentially from that of any of the other great 
powers of the world. In so far as the Federal Government is 
concerned, it always has been, in the long run, is now, and al- 
ways ought to be, a government by one of two major political 
parties. Theorize as we may, cite the example of olier nations, 
if we please, the hard fact remains that this country can be 
satisfactorily governed in no other way. Our Constitution pro- 
vides that the Executive and Legislative branches of the Govern- 
ment shall be absolutely separate and apart, and that our 
responsible officials shall be elected for definite terms : the Presi- 
dent every four years, the House every two years, and one-third 
of the Senate every two years. It is this definiteness of term 
that makes for stability and fixes responsibility, and affords the 
remedy if the people desire a change. In all other leading coun- 
tries, monarchies, or republics, while the term of some officials 
is definitely fixed, the term of actual governmental responsi- 
bility is not. It rests in the hands of a ministry, which far from 
being separated from the legislative branch, actually functions 
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within it, is dependent for its esdstence upon the continued si;^)- 
port of a parliamentary majority, and can be thrown out of 
office at any time by a vote of no confidence. This, to my mind, 
is the negation of stability. This instability is further aggra- 
vated by the fact that in all European Parliaments that I know 
of, there are a large number of political parties, many of them 
representing, frankly, not all, but only a certain class of their 
constituents. 

I spent a good deal of time this summer viewing proceedings 
of the French Chamber of Deputies, the German Reichstag, and 
the British House of Commons. TTiese conditions vary some- 
what, but essentially they are the same. Let me take the 
French Chamber for example. There, there are at least twelve 
political parties, each with its leaders and its organization, vary- 
ing through all gradations of political opinion, from the Royal- 
ists on the one side, to the Communists on the other. The Min- 
istry, seated on the floor, must be able at all times to placate 
enough of these parties, of widely divergent views, to secure a 
majority vote on every governmental measure, or be thrown out 
of office at once. No matter what the views of the Premier may 
be, and he, for the time being, is the ruler of France, he must 
be prepared at any moment to modify or reverse them to meet 
the demands of the various party leaders, otherwise he falls. 
There is another thing that militates against stability. Every 
ambitious member of the Chamber of Deputies wants, at some 
time or other, to be a member of the Ministry; their rewards 
are great. Plainly, he caimot be, so long as the existing govern- 
ment remains in office. His temptation, therefore, and it usu- 
ually proves irresistible, is not to support his government, but 
to !^ass and embarrass it on every possible occasion. As a 
consequence, a session of the Chamber of Deputies is always 
disorderly, and often riotous. What follows inevitably? Legis- 
lation, instead of being the result of deliberate and calm debate 
becomes a matter of bluster, trade and barter. The govern- 
ment, if it fails to make the necessary trades, falls overnight, 
and it is succeeded by another, which may not, and in all prob- 
ability does not, represent the will of the national electorate. 

In this system you see the practical working out of bloc or 
group government. These results will follow, to a more or less 
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extent, wherever government is not conducted by a responsible 
majority. I do not like this system. I like stability and re- 
sponsibility. I like to see legislation as the product of calm, 
dispassionate, deliberate debate, not as the result of bluster and 
back-alley trading among groups. Bloc government may work 
abroad, though I know many statesmen there who envy us our 
system, but it will not work in this country, under the Consti- 
tution of the United States. 


Blocs in Congress 

We had a taste of bloc government in the last Congress. In 
the House there was organized a bloc, under Wisconsin 
leadership, which was sufficiently large, in combination with the 
minority party, to overthrow Ae majority, as it occasionally 
did. Normally, they were Republicans, they were elected as 
Republicans, and as such many of them tod high positions upon 
the most important committees of the House ; but their power, 
such as it was, was used not for, but against, the interest of 
the Republican party. They demanded and received certain 
concessions before they would permit the organization of the 
House or the adoption of the rules of procedure. As a matter 
of fact, though, these concessions were of little importance, 
certainly far less than they thought, as events proved. If these 
concessions had not been made, however, it would have been 
impossible for the House to do business at all. In other 
words, the Majority Leadership had to deal with this bloc 
just as do the Premiers of countries in which the bloc system 
prevails. 

These gentlemen showed their true colors in the last election. 
They repudiated the Republican platform; they had a Presi- 
dential candidate of their own; they opposed the election of 
President Coolidge even more vigorously than they did that of 
Mr. Davis. While they had no hope of electing their candi- 
date, they avowedly hoped to elect a group in Congress suffi- 
ciently large, as one of their leaders said in the campaign, “To 
hamstring the administration of President Coolidge.” At the 
election, the people repudiated this sort of thing by a huge 
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majority, but owing to peculiar conditions in their states, these 
gentlemen were returned to Congress. 

They have asked — ^notwithstanding their bitter opposition in 
the last election — ^to be treated as members of the Republican 
Party, and to hold their positions on committees. The Repub- 
lican Party has a substantial majority with or without them. 
Ought we to have acceded to their request? To my mind, such 
a course would have been a deliberate violation of the mandate 
imposed upon the electorate. By that mandate, we are in- 
structed to do certain things which these gentlemen are opposed 
to, and to strongly resist certain things which they demand. 
We had to meet the situation, and we have met it by excluding 
them from participation in our party counsels and from repre- 
sentation on the important key committees. We have no ill 
will towards them ; what we have done was not in any sense by 
way of punishment. We have left the door open for their 
return to our party, and will welcome them back on their re- 
turn; but imtil they do so, we propose to proceed according 
to the American s)^tem of responsible majority party govern- 
ment. 

I can speak, of course, with any degree of authority for 
the House of Representatives only, yet I venture the prediction 
that the incoming Congress will prove to be one of the most ef&- 
cent mediums for the translation of the popular will into 
legislation in many years. In the House, we have already 
completed our organization for all practical purposes. We did 
so nearly ten months in advance, in order that there mi^t be 
no delay in getting down to work. We have chosen all our offi- 
cers, and have organized the three committees dealing with the 
matters of the most vital importance: The Revenue, Appro- 
priations, and Transportation. These are all now functioning 
or prepared to function. The majority on the floor will be large 
and cohesive, united firmly on all questions of basic principle. 
Our relations with the Executive will be of the most cordial 
sort. In this instance, too, we are as a unit on questions of 
basic principle and policy, including rigid economy and im- 
mediate tax reduction and reform. 

We are firmly resolved upon the maintenance of the inde- 
pendence of the Congress and will submit to no dictation from 
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outside sources, whether it comes from other branches of the 
Government or organized groups representing interested or 
vocal minorities of any kind or sort. This I can tell you, that 
the professional lobbyist will not be persona grata in the 
Speaker’s office. Of course, we shall welcome advice and co- 
operation from groups of men interested, like you, in the up- 
building of your industries, in the acceleration of the march of 
progress in the nation. We shall welcome the advice and co- 
operation of men interested in agriculture and proficient in its 
science, just as we shall welcome men and women interested in 
the welfare of the workers in all forms of industry. 

We shall particularly welcome, of course, the advice and co- 
operation of the President of the United States, and of his great 
Secretary of the Treasury, and of the other members of his 
Cabinet and great department heads. We recognize in Presi- 
dent Coolidge a patriot, a statesman of profound wisdom, and 
a man of the most impeccable purity of character and purpose. 
We think of him as the right man in the right place, and, if I 
might be permitted to use a colloquialism, we think that he is 
“a square peg in a square hole,” and that he just about fits it. 

One thing more, in his program, which is ours, of rigid econ- 
omy in the expenditures of this government; in his program, 
which is ours, of immediate tax reduction and tax reform, we 
are going along together, and my parting word is — scarcely 
dare to promise it, but it is my great hope — ^that before next 
Christmas, the House of Representatives will have passed (and 
it will have been the first time in the history of the United 
States) a tax reduction bill before the Christmas holidays. 


Rules Are Adequate 

Just a word, in closing, about the body over which I have 
been called upon to preside for the next two years. I love the 
House of Representatives as I love no other American institu- 
tion. To be its presiding officer mi^t well satisfy the most 
lofty ambition of any man, for it is one of the great govern- 
mental positions of the world. The friendships that I have con- 
tracted there will endure forever, and they include equally men 
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of my own party and men who are our bitterest political oppo- 
nents. 

Much has been said about the necessity of reform in the rules 
of both branches of Congress. Long experience has satisfied me 
that, in their essentials, the rules of the House of Representa- 
tives cannot be improved upon. We can and do transact busi- 
ness there, when necessary, with celerity and dispatch. We 
have majority rule there at all times. It is true that we talk a 
good deal, but most of the time we talk about the measures 
that we have before us. I can think of another body that talks 
even more than we do, and most of the time talks about things 
which have no possible relation to the measures before it. If 
that body would follow our system in this respect, I think it 
would not be necessary to conduct a national campaign for a 
change in its rules. 

The House of Representatives comes nearer reflecting at all 
times the popular will than does any other individual or body 
in this or any other country, and so long as it shall merit and 
receive the confidence of the people, there can be no real danger 
to the Republic we love. 
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THE CHAMBER OF COMMERCE 

Speech of Seth Low at the 112th annual banquet of the Chamber 
of Commerce of the State of New York, May ii, 1880. George 
W. Lane, the second vice-president of the Chamber, presided, and 
called upon Mr. Low to respond to the tenth regular toast: “The 
Chamber of Commerce of the State of New York — ^its Past, Pres- 
ent, and Future.” 

Mr. Chairman and Gentlemen of the Chamber of Com- 
merce : — ^If the historian wished to convey to your minds some 
idea of the antiquity of this Chamber, he would scarcely do 
it, I think, by saying it was founded in 1768. So few be- 
sides the reporters would personally recollect those times. He 
would rather tell you that it dates back to an epoch when each 
absentee from the annual dinner was fined five shillings sterling 
for the offense. Think of that! How eloquently it seems to 
tell us that there was no Delmonico in those days. I can 
understand how a people that punished such a slight to com- 
merce in such a way, would rebel at stamp acts and other bur- 
dens of the sort. The Revolution itself seems to get a new 
interpretation from this early custom of the Chamber. 
[Laughter.] 

But, perhaps, a better way of making vivid to this genera- 
tion the age of this body, would be to say that it dates back 
to a time when New York actually had a foreign commerce of 
its own, carried on chiefly under the American flag. It sounds 
like a fairy tale to one who counts the ensigns in our harbor 
now, to be told that tradition speaks of a day when the Stars 
and Stripes floated over a larger fleet of common carriers on 
the highways of the world — ^at least, so far as American busi- 
ness was concerned — ^than even that omnipresent banner of 
St. George. Strange, is it not, that a nation which surpasses 
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all others in its use of machinery on the land, should have been 
content to yield up the sea, almost "without a struggle, to the 
steamships of the older world? Events over which we have 
no control have had much to do with it, I know ; but is a single 
misused subsidy to keep us off the sea forever, or so long as 
the dominion of the steamship lasts? Are we to wait until 
England can build our steamers for us, and hear her say, as 
we run up the Stars and Stripes to the mast-head of the ship, 
which she has built: “See, Brother Jonathon, how cheap these 
subsidies which I have given all these years enable me now 
to build for you!” It may be we must wait for this, but let 
us hope for a happier consummation. Nevertheless, Mr. 
Chairman, this Chamber does date back to the time when we 
had a commerce of our own. [Applause.] 

In glancing over our old records, it is interesting to see 
what a perennial source of discussion in this body have been 
the pilots of the port. They have been mentioned, I think, 
even the past year. The first formal reference to the pilots 
appears in 1791, and the minutes ever since teem with me- 
morials, protests, bills, measures, conferences and the like. 

A story is told of a Chinese pilot, who boarded the vessel of 
a captain who had never been on the China coast before, and 
who asked the captain one hundred dollars for his fee. The 
captain demurred, and the discussion waxed warm, imtil the 
white head of an old China merchant appeared in the com- 
panion-way, and caught the pilot’s eye, when he cut the dis- 
pute short by crying out: “Hi-ya! G’long olo Foxeel ten 
dollar can do ! ” [Laughter and applause.] 

I apprehend there is mudi wisdom in this appeal. In the 
olden days, the complaint against otir pilotage system was not 
only that it was costly, but that it was inefficient; and so even 
more costly in the losses of vessels and cargoes than in fees. 
But, after half a century of contest, the present system was 
readied in 1853, and it is, beyond dispute, acknowledged by 
underwriters and by merchants that, as a system, it has worked 
well — ^uncommonly well. If, therefore, the present dispute, 
between the merchants and the pilots be, as I understand that' 
it is, in all its vital points a dispute as to fees, I recommend 
to the merchants and to the pilots the Chinese method of 
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adjustment — ^by compromise. Do not let us expose to the 
hazard of legislative interference a system which is not likely 
to be bettered, and which gives us certainly efficient pilotage, 
because we cannot all at once get by compromise a reduction 
in our favor quite equal to what we think our due. 
[Applause.] 

But what can I say, Mr. Chairman, of the Chamber of to- 
day? The subject is full, very full, of interest and of other 
good things. “May good digestion wait on appetite, and health 
on both.” It is curious to see, all along the history of the 
Chamber, how coming events have cast their shadows before. 
In 1837 the Chamber petitioned Congress to improve the navi- 
gation at Hell Gate; in 1846 they approved a report suggest- 
ing as feasible a railroad across the continent to the Pacific; 
and in 1852 they asked Congress to remove the mint from 
Philadelphia, intimating pretty plainly that Philadelphia was 
too insignificant a place to enjoy so great a luxury. The first 
two achievements have been accomplished. The mint is al- 
most due in Wall Street. Let Philadelphia hear and tremble. 
[Applause.] 

When I think, Mr. Chairman, of the influence the Chamber 
wields, and of the influence it ought to wield, it seems to me 
one thing of all others should be avoided. The Chamber ought 
never to be put upon record in an important matter until full 
discussion upon fair notice has preceded action, whenever this 
is possible. Sometimes I have thought the action of the Cham- 
ber was somewhat the result of chance, even with reference to 
questions of great importance. If the Chamber is to continue 
free, as in the main it has been free, from being used for per- 
sonal ends, and at the same time is to exert an influence at all 
commensurate with its power as a representative of commer- 
cial New York, the action of the Chamber oug^t to be the 
result of intelligent discussion. I would only suggest one defi- 
nite thing. Why might not the notice of each monthly meet- 
ing state the items of unfinished business that may come up, 
and also give notice, so far as possible, of the matters to be 
submitted by the Executive Committee? The attendance at 
our meetings would be better, I am sure, if men knew when 
matters of interest to them were to be discussed. 
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Glancing toward our future, I seem to see the day when 
Judge Fancher shall sit in a telephone exchange and receive 
his testimony in ^lastly whispers from unseen mouths; when 
the president of the Chamber shall taie the ayes and nays of 
a meeting whose component parts are sitting in a thousand 
counting rooms in this city. But I never can seem to see the 
day when the annual dinner can be conducted by the members 
except face to face. At all events, we can wait till Edison 
perfects the electric light, before asHng him to make a dinner 
available with Delmonico fifteen miles away. [Laughter and 
cheers.] 

In i86i the Pacific Mail Steamship Line was petitioned for, 
or, at least, a mail line on the Pacific, between the United 
States and the Orient world, and that, while the nation was en- 
gaged in a mighty struggle for its life. The Pacific Mail Line 
to the East, the Pacific Railroad across the continent, the su- 
perb government buildings at Washington — all constructed, in 
whole or in part, while the nation seemed to be strained to its 
utmost by the demands of a civil war — ^these things are to me 
among the mightiest evidences of the faith of the men of those 
days who, while the present seemed to be surcharged with 
duties and burdens for their hands, still laid hold upon the 
future with such powerful grasp. Are we, of the Qmmber of 
Commerce, worthy of the blessings that have come down to us 
out of the glorious past? If we wish to be, we must live 
partly for the future as did our predecessors. 

We need a building of our own, commodious, and in some 
way proportioned to the great interests we represent. We need 
a fire-proof building for the safe-keeping of our records. Once 
already in our history our seal has been returned to us from 
an obscure shop in London. Our Charter was rescued from 
an old trunk in the Walton house on Pearl Street, and our 
historic pain ting s were only discovered after long loss, as the 
result of the fire of 1835. The Chamber of Commerce is 
standing now at the door of Congress, and asks them to sell at 
public auction the site of the old Post Office, for not less than 
three hundred thousand dollars and to pay to the Chamber 
from the proceeds of the sale the sum of fifty thousand dollars, 
originally subscribed, in the main, by members of the Chamber 
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when that site was purchased from the General Government 
a few years ago. It is the purpose of the Chamber to buy 
this plot, and to build there a building worthy of itself and 
of this great dty. [Applause.] But so far we ask in vain. 

The house Committee of Ways and Means has reported 
our bill favorably, but Congress does nothing. The Chamber 
wants this plot, not so much because of the fifty thousand 
dollars it has of quasi interest in it, but because of its eligi- 
bility. The Chamber believes it deserves well of this com- 
munity and of the nation, and so believing, it asks of Congress 
the passage of this bill. 

I look back over the past twenty years, and I find the Cham- 
ber of Commerce has been always alive to encourage gal- 
lantry, to reward conspicuous service, and to relieve distress. 
Eighteen hundred thousand dollars— almost two millions of 
dollars— has been given by this Chamber in these twenty years. 

The money has not all come from members of the Chamber, 
but the Chamber has alwasrs been recognized as the fitting 
leader and minister in this city in deeds of public spirit. 
[Cheers.] 

In 1858 it celebrated the completion of the first Atlantic 
cable, by giving medals of gold, with generous impartiality, to 
the officers of the British ship Agamemnon and the Ameri- 
can ship Niagara alike. And in 1866 it feasted the distin- 
guished and persevering American citizen whose pluck and 
courage, with reference to this cable, no disaster and no faint- 
heartedness an3rwhere could dismay. 

In 1861, in token of gratitude and of patriotic admiration, 
the Chamber placed a medal of bronze upon the breast of 
every officer and private who sustained the national honor in 
the defense of Fort Sumter and Fort Pickens. 

In 1862 it sprang to the relief of famished Lancashire; in 
1865 our own sufferers in East Tennessee and in Savannah 
partook of its bounty; and in 1871 the bread cast upon the 
waters by Rochambeau and Lafayette, a hundred years before, 
returned through the ministry of the Chamber in an abundant 
harvest to the war-stricken plains of unhappy France. 

In 1863 the Chamber honored itself by giving testimonials 
to the officers and the crew of the Kearsarge. 
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In 1866 it presented to the widow of a Southern officer in 
the United States Navy several historic swords, sending with 
them a purse, “in recognition of the valuable services rendered 
to our country by the father and son, and as a token that 
gratitude for fidelity to the flag of the Union is an abiding 
sentiment with the citizens of New York, descending from 
generation to generation.” 

The cities of Troy, Portland, Richmond, Chicago, three of 
them when swept by fire, and Richmond when cast into gloom 
by the fall of the State Capitol, all in turn have realized, 
though the prompt action of the Chamber, the large brother- 
liness of commercial New York. 

And, finally, in 1876, at Savannah, and in 1878, through the 
whole southwestern district of the country, and again in 1879 
at Memphis, the contributions made through the Chamber of 
Commerce gave substantial relief to the distressed victims of 
yellow fever. Thus has the Chamber contributed to promote 
a union of hearts throughout the broad expanse of this great 
Union of States. Thus has the Chamber done what it could 
to show that the spirit of commerce is a large and a liberal 
spirit, too large to be bounded by the lines that divide nations. 
Thus has the Chamber shown itself not unworthy of the Em- 
pire State of the New World. May the future of the Chamber 
be in every respect worthy of the past. [Loud applause.] 
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EDITH McCLURE-PATTERSON 

HOW WOMEN REGARD ADVERTISING 

The growing importance of women in business is well indicated 
by the career of Mrs. Edith McClure-Patterson. She was bom 
in Ohio in 1883, educated at the Boston School of Social Service, 
the University of Chicago, and at Teachers College, Columbia 
University. She was married to John Johnston Patterson of 
Dayton, Ohio, in 1906. She has traveled over the United States 
studying schools and lecturing and was employed in making a sur- 
vey of continuation schools in Great Britain and on the continent. 
She has been prominent in women’s clubs and civic organizations 
and is budget specialist for the General Federation of Women’s 
Clubs. The following address was delivered in 1925. 

No business man to-day overlooks the importance of the 
woman buyer, because she is the ultimate consumer, she pays 
the bill. She is buying 87 per cent of the merchandise that is 
|;oing out of the retail stores to-day ; 92 per cent of the groceries 
are bought by women. Right in this buying is where her prob- 
lem and the advertising problem meet because, if the purpose 
of advertising is, first, to create desirability; second, necessity 
in the minds of readers ; that too is precisely what the Ameri- 
can customer, the American woman buyer wants. She wants to 
know about goods, she wants to know with greater understand- 
ing about the merchandise that she is buying, and she wants 
to keep it sold just as much as the merchants want to keep it 
sold, because her time and her energy and her efforts in taking 
misrepresented things back are expensive to her. 

Honest, dependable advertising in terms that she can under- 
stand is what is going to solve that problem. 

But this buying job is a new occupation to us women. Our 
colonial women had here and* there sprinkled about a profes- 
sional business woman, but on the whole the woman of to-day 
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has had but little experience and little training in this new oc- 
cupation. Why, just a generation ago Pa took the butter and 
eggs along with the hogs and com to market. He exchanged 
them for yard goods and staple groceries and brought them 
back to Ma instead of money. To-day, owing to the industrial 
revolution, Pa works in the store and Ma takes the money from 
his pay envelope and spends it for the necessities of life, some- 
times too much for the luxuries of life. 

Women are indeed earnest about this thing, this new occupa- 
tion of buying. You may be surprised to know that all over 
the country there are women in study classes, in their club 
work, who are having the men of their communities, the special- 
ists, the business men, come in and talk to them about their 
particular t3^e of business, what part she as a buyer plays in 
that business. They are mightily interested, for the truth of 
the situation is that the bu5dng power of the dollar is just three 
times more than it was in Civil War da}^, but we are not buy- 
ing three times as much health, happiness, and prosperity with 
our money. 

Women distrust advertisements just a little because of past 
unpleasant experiences. For instance, one experience where a 
thing is marked pure, and she discovers that the word “bunk” 
should have been after it, stays in her mind. When she 
has bought something labeled “fast color” and she found that 
the material could not keep up with it because it ran so fast, 
she does not forget it. She has been stung about as many 
times in one place as she is going to be stimg. She is going to 
know the truth. 

There have been food and dairy commissions all over the 
coimtry. They have done an enormously important piece of 
work in assuring the honesty of the contents of packages. 

The good that advertising has made toward national health, 
comfort, safety, and buyer content of our better magazines 
simply cannot be estimated. Do not stop. Keep on. But 
now, remember, be sure in all of this that you are giving the 
women loo per cent value, because we are a little smarter than 
we were a little while ago, and we are going to trip you up. 

Women of this country want advertising men to establish 
Better Business Bureaus dl over this broad land of ours. Noth- 
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ing can do the work for the ultimate woman consumer like these 
Bureaus such as now are in existence in only too few of our 
large cities. 

I don’t want for a moment to underestimate the value of na- 
tional advertising, but advertisers must clearly appreciate the 
confidence the woman buyer feels in her local merchant. She 
probably knows him personally. She knows how far she can 
trust him. If she does not trust him she does not go to him. 
If he says the thing is right she believes him, and that settles it. 
It would not make a hundredth of the impression upon her to 
see some foreign name or some person in whom she has no in- 
terest say exactly the very same thing, or probably better ; she 
wants facts, dependable information, from trustworthy sources. 

If Siebert is right, and there is only 20 per cent of truth and 
knowledge and 80 per cent of ignorance in existence, how im- 
portant is the great national and international service of adver- 
tising. Why, the women of the world are going to school to you 
men. Will you take the challenge? Help us to be better buy- 
ers, more intelligent buyers, that we may through our bu3dng 
raise the standard of the individual home? That is the con- 
tribution to the world’s progress which seems so evident to me 
that you may well consider. Will you give us Better Business 
Bureaus ? Will you give us better educational, honest advertis- 
ing, that the women may direct better and happier homes? 
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REGINALD MCKENNA 

ECONOMIC ASPECTS OF WORLD DEBTS 

The Right Honorable Reginald M’Kenna has been Chairman of the 
London Joint City and Midland Bank since 1919, a position of 
greatest responsibility and influence in the financial world. He 
was bom in London in 1863 and at Cambridge was famous both 
as an oarsman and as a mathematician. In Parliament he rapidly 
attained a prominent position. He became Financial Secretary of 
the Treasury in 1905 and was successively President of the Board 
of Education, First Lord of the Admiralty, Home Secretary, and 
Chancellor of the Exchequer. No man is better qualified by 
ability and experience to speak of the extraordinary situation 
created by the huge world debts. This address is an admirable 
example of clear exposition — sl model of business eloquence. It 
was given before the Convention of the American Bankers’ Asso- 
ciation in New York City on October 4, 1922. 

When I received the honor of your invitation, which I greatly 
appreciated, I must confess I had many misgivings. I knew it 
would not be a light task to address an audience whose collec- 
tive importance in the world of finance is unrivalled. I remem- 
bered, however, the cordial friendship which has always existed 
between American and British bankers, and as I realized that 
your invitation was a further evidence of this friendship my 
hesitation gave way and I gladly decided to come. 

Let me begin with an explanation of my choice of subject. 
I thought at first that some professional topic should be 
selected, but I soon came across a serious difficulty. There is a 
much greater difference between the law and practice of bank-’ 
ing in America and England than is generally supposed, and I 
felt that I should be liable to be misunderstood unless this dif- 
ference were constantly borne in mind. This very meeting will 
illustrate the point. I understand there are over 30,000 separate 
banks in the United States, a large number of which are repre- 
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sented here. In the whole of Great Britain we have only thirty- 
nine. But with us the branch system is so highly developed 
that these few banks have no less than 9,650 branches, of which 
6,800 belong to five banks alone. 

The main distinction is that our banks are regarded by the 
Legislature as ordinary corporations or companies, while yours 
are subject to special legislation in regard to nearly all their 
activities. You have a limit prescribed to the amount of a loan 
to any one customer. Certain loans are prohibited and others 
are restricted. Your investments are regulated. You are sub- 
ject to limitations in incurring contingent liabilities and you 
are bound to maintain minimum cash reserves. We have none 
of these restrictions. Alone among deposit banking coimtries 
the United States protects depositors, some of the States go- 
ing so far as to prescribe a system of guarantee. 

We differ also in our central bank policy. You have adopted 
the Federal Reserve system under wMch there are twelve Fed- 
eral Reserve Banks in twelve districts. In England we have a 
single central bank of issue, a joint stock corporation, which 
deals with private customers as well as with the Government 
and the banks. Your Federal Reserve notes are issued against 
gold and self-liquidating commercial paper. Our Bank of Eng- 
land notes are issued against gold only, with a fiduciary issue of 
£18,450,000. 

The principles of sound banking are the same everywhere, 
but our countries diverge in law and practice. This is nat- 
ural : British social and political conditions differ so much from 
yours that the same banking system could hardly be appro- 
priate to both. Perhaps we have each something to learn from 
the other, but I am sure any hasty attempt to establish a com- 
mon procedure in the two countries would be unwise. As our 
development has progressed each nation has adopted itself to 
its enviromnent, and sudi changes as we may make in the 
future must conform to the habits and traditions of our peoples. 

With these thoughts in mind I found it very difficult to select 
a technical banking subject for discussion to-day. However 
careful I might be I felt that, unless eiccompanied by much 
tedious explanation, my language, associated with ideas related 
to English practice, would be liable to be misunderstood by 
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you whose associated ideas are so different. I resolved there- 
fore to pass over professional banking topics and to look for 
a subject of general interest to the business community. What 
should this be? 

In their report to the Reparation Commission the Bankers 
Committee which sat early this summer in Paris laid stress 
upon the need to resume normal trade conditions between coun- 
tries and to stabilize exchanges, and they came to the conclusion 
that neither of these aims could be accomplished without a 
definite settlement of the reparation and other international 
debts. Here then it seemed to me was a subject for my ad- 
dress. There will be general agreement that there is no mat- 
ter of more deep concern to the world’s trade at the present 
time than reparation payments and international debts, and I 
trust therefore you will not deem it out of place that I have 
chosen this subject for discussion to-day. 

Tliere are two preliminary observations whidi I must make. 
The first is that I speak as a banker expressing my personal 
views. I have nothing to do with politics and I do not appear 
here in any representative character. I approach the question 
solely from the economic point of view and my endeavor is to 
determine, so far as I can, the limit of the debtors’ capacity to 
pay, and the effect of payment upon the world’s trade. 

Om: duty is to satisfy ourselves on the financial possibilities 
of the case. It is not what the debtors may justly be called 
upon to pay but what they are able to pay, widch we as business 
men, anxious to discover the conditions upon which trade pros- 
perity is founded, must consider with the most careful attention. 

My second observation is to meet a possible criticism. How 
can I, a member of a nation which is one of the debtors of the 
United States, speak freely to an American audience upon inter- 
national indebtedness? The primary and essential duty of a 
debtor is to discharge his liability, and, until this is done, all ob- 
servations on the origin of the debt and on the economic conse- 
quences of international pajunents are liable to be viewed with 
suspicion. A creditor may, if he like, open up questions of that 
kind, but a debtor should admit his obligation without further 
discussion. 

I recognize that these are objections which I must answer 
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and I believe that I can do so conclusively. In the course of 
my argument I shall show that England has the ability to pay, 
and, once that is established, I can unhesitatingly assert her de- 
termination to honor her bond in full. I believe I am justified 
in asking you to treat England’s debt to the United States as 
certain to be provided for, and, if this be conceded, we shall be 
free to consider the question of the remaining international 
debts as one in which America and England are equally con- 
cerned and in which both have the same interest as creditors. 

First let us look at the magnitude of these international 
debts. The greatest of all is that of Germany for reparations, 
a debt of which the United States declined to receive any share. 
The amount was not defined by the Treaty of Versailles, but 
subsequently by the London ultimatum it was put at $32,000,- 
000,000, at which amount it stands nominally to-day. Of the 
remaining debts the liability of France to the United States 
and Great Britain is $6,500,000,000, and of Italy to the same 
two countries, $4,500,000,000. 

Russia owes &ese countries $3,500,000,000 and a fmther 
$1,000,000,000 to France. These are the principal debts; the 
others are all comparatively small in amount. Of the cred- 
itors of the European Continental Governments England is the 
greatest. 

We have no record in history of international claims of this 
magnitude. The indemnity exacted by Germany from France 
under the Treaty of Frankfort in 1871, in round figures $r,- 
000,000,000, created the largest debt between Governments ever 
known until the recent war, and is the only precedent we 
have of a considerable international payment. It is of interest 
to recall how the liability was discharged. Payment of $150,- 
000,000 was made in gold and silver coin and in German bank- 
notes and currency collected in France and the balance in for- 
eign bills, chiefly German currency bills. 

The precise form in which the payment was made is, how- 
ever, comparatively unimportant. For our present purpose the 
significant question is how France procured the means of pay- 
ment. She was bound to acquire German marks or foreign cur- 
rency exchangeable for marks, and to do so she had either to 
find German or other foreign buyers for such things as she had 
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to sell, or to obtain foreign subscriptions to her loMis. Very 
considerable sales were made of foreign securities owned by 
French nations, the French loans were largely subscribed ex- 
ternally, and the exports of French goods was so much in- 
creased that an average excess of imports of $65,000,000 a 
year in the four years 1868-1871 was converted into an aver- 
age excess of e]q)orts of $46,000,000 a year in the four subse- 
quent years. By September, 1873, whole indemnity was 
paid, and althou^ France remained liable for the loans she 
had issued, she was dear of any direct debt to the German 
Government, and indeed of all foreign debt payable in any but 
her own currency. 

It is interesting to note the industrial condition of France 
at that time. Emplosnnent was extremely active and produc- 
tion was on a great scale. She had to meet her external lia- 
bilities, which compelled her to increase her sales in foreign 
markets, and she did so notwithstanding the competition of 
other nations. The improved standard of effidency in produc- 
tion which was thereby forced upon her endured long after 
the period of the indemnity. 

In Germany, on the other hand, there was a very different 
mcperience. The receipt of a large amount of gold and silver 
had, with other causes then in operation, a serious effect upon 
German internal prices, which rose rapidly. In 1872 there was 
a brief trade and finandal boom, followed in the ensuing year 
by a crisis which was the beginning of a period of depression. 
It would not be correct to say that the trade conditions in Ger- 
many were entirely due to the payment of the French indem- 
nity, but tmdoubtedly it was a contributory cause of material 
importance. 

The comparative prosperity of France and depression in Ger- 
many are remarkable and give color to the story that Bismarck, 
in commenting upon the state of the two countries, declared 
that the nert time he defeated France he would insist on pay- 
ing an indemnity. 

Such is the only precedent we have for the payment of a 
great international debt. The figures we have to deal with to-, 
day are on a far larger scale than the indemnity exacted from 
France fifty years ago, but the problem in all essential particu- 
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lars is the same. We have to discover the capacity of the debt- 
ors to pay and to consider the consequences of payment. As 
the indemnity demanded from Germany is much the greatest 
of the debts and is the one most urgently in need of a satisfac- 
tory settlement I place it in the front of our discussion. 

The first question is, what is Germany’s capacity to pay? 
You are perhaps expecting that I am about to give you an in- 
ventory of Germany’s natural resources and an estimate of 
her productive power. All this has been done many times 
and much industry has been displayed in the inquiry. But 
what we have to investigate is not Germany’s capacity to pro- 
duce wealth, but her capacity to pay foreign debt. I cannot 
help thinking that we have here the source of the error into 
which the Versailles experts seem to have fallen. 

Nobody has ever doubted Germany’s immense power to 
produce, but production by itself is not enough. She must find 
a market for her exports, and the problem thus becames one of 
determining the possible extension of German export trade. 
Nor is this the end. We must remember that an increase in 
her exports will only provide funds for reparations if there is 
no corresponding increase in imports. Pa5mient for her indis- 
pensable imports must be the first charge upon the proceeds of 
her foreign sales, and it is only the balance, the exportable sur- 
plus, which is available for reparations. 

In speaking of a nation’s exportable smplus we must not 
forget that other factors may contribute to it besides the bal- 
ance of exports over imports. Interest received from foreign 
investments and payment for external services, such as ship- 
ping, may be contributory factors. Before the War Germany 
possessed a very considerable e^ortable surplus derived from 
all three sources, but mainly from the interest on her foreign 
investments which were probably worth not less than $5,500,- 
000,000. As regards the surplus from the sale of her products 
and pasonent for services it is safe to say that it never ex- 
ceeded $100,000,000 a year. 

But what is her position to-day? Most of her foreign in- 
vestments have gone. Some were sold during the War, others 
have been seized as enemy property by the Governments of the 
Allied and Associated Powers, and most of what remain have 
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lost their value as in the case of the Russian investments. 
Her shipping has been largely confiscated, and she has been de- 
prived of some of her most productive areas — Alsace-Lorraine, 
the Saar Basin, and the Polish provinces. All the sources 
whence an esportable surplus might have been drawn have been 
greatly impaired, if not wholly destroyed. At no time was Ger- 
many’s exportable surplus sufficient to enable her to make the 
annual pa3nnents demanded under the London ultimatum ; it is 
entirely out of the question that she could do so to-day. 

But let us set a little nearer to the problem of Germany’s 
present capacity to pay from the surplus sale of her production. 
According to a recent statement by the Chancellor of the Ex- 
chequer in the House of Commons, She has paid money and de- 
livered property altogether to the value of about $2,000,000,000. 
Of this amotmt $1,645,000,000 represented the value of ships, 
coal, other pa3Tnents in kind, property in ceded territories, and 
local pasnnents to armies of occupation. The amount in cash 
has been only $375,000,000. And yet, with this comparatively 
small cash pa5anent, observe what has happened. The mark 
has declined to less than one seventieth of the value it had when 
the obligation to pay was imposed upon Germany by the Treaty 
of Versailles. The means of pasmient has been found by the 
sale of naarks. After this experience it is difficult to believe that 
Germany has any surplus at the present time from the export 
of her products. 

There is a further consideration in support of this conclu- 
sion. It is beyond question that in the last three years Ger- 
many has made every effort to develop her external trade. TTie 
German workman, whose industry and efficiency are generally 
admitted, has been fully employed and the factories have been 
actively at work all over the country. The decline in the mark, 
which at every stage Im been much greater in the external than 
in the intern^ value, has afforded a very considerable advan- 
tage to the German exporter, so much so indeed that there is 
hardly an3^here a manufacturer producing goods for export 
who does not complain of German competition. Nevertheless, 
the German trade figures show that the exports, long after the 
immediate deficiency in essential foreign commodities due to 
the War was made good, are still barely equal to the imports. 
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The conclusion seems irresistible that Germany has no present 
capacity to obtain a surplus from the export of goods. 

I am not quite sanguine enough to believe that those who 
think they can extract from Germany enough money to enable 
them to meet the internal liabilities which they themselves have 
incurred in restoring devastated areas will be satisfied with the 
statement I have just made. At the recent reparations confer- 
ence of the Allied Powers held in London proposals were made 
of punitive measures to be taken with the object of compelling 
Germany to make immediate cash payments, a policy which 
could only have been advanced under the conviction that Ger- 
many really could pay. For my part, I do not believe that it is 
within her power to do so, but let us suppose for a moment that 
she can. We have then to consider what the effect of this en- 
forced payment would be upon international trade and whether 
it would be to the advantage either of Germany’s creditors as a 
whole or of the rest of the world. 

If Germany could pay what is demanded of her, the only 
method of obtaining the money would be by increasing her ex- 
ports. Now, what are these exports to be? She is essentially 
a manufacturing nation. Her foreign sale of raw materials is 
comparatively small. On balance she is obliged to import food, 
and in consequence of the loss of a large part of her mineral 
lands she is compelled to import both iron ore and coal for the 
supply of her factories and furnaces. 

An increased e^ortable surplus could only be obtained by 
extending her sale of manufactured goods. To do this in the 
teeth of the competition of other manufacturing nations she 
must work longer hours for less wages, she must cut profits, 
she must reduce her imports to the indispensable minimum. 
But her competitors will not consent to stand idle while they 
lose their trade. They will find themselves faced with growing 
unemplo5Tnent and heavy trade losses. So far as German goods 
seek to invade their own domestic markets they may endeavor 
to exclude them by tariffs, but in order to retain their hold on 
neutral markets they, too, will be compelled to reduce wages 
and cut profits. And thus Germany’s effort to extend her for- 
eign trade must be confronted with the opposition of the whole 
manufacturing interest of the rest of the world and could only 
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be successfully countered by a general lowering of the standard 
of life. 

I know it is frequently alleged that the collapse of the mark 
with the accompan3dng disorganization of the world’s trade 
might have been avoided if the German Government had acted 
with firmness and good faith. It is said that Germany has in- 
tentionally depreciated her currency in order to induce her cred- 
itors to abandon their claims. We are told that her people 
are not adequately taxed and that if they were subject to the 
burdens borne in some other countries the Government would 
be able to meet its liabilities. 

It is certainly true that in my own coimtry far heavier taxa- 
tion is levied than in Germany, but I am inclined to think we 
are overtaxed and that overtaxation so far from fostering can 
not fail to depress national production. But whether I am 
right or wrong in that opinion I fail to see how additional taxa- 
tion can stimulate foreign trade and provide a large exportable 
surplus. The taxes would be paid in marks, and whether the 
marks are derived from avowed taxation or from concealed 
taxation through the use of the printing press, they are in 
neither case a currency which would be accepted in discharge of 
foreign liability. 

In the actual condition of Germany a foreign sale of marks 
is an inevitable accompaniment of the payment of reparations. 
Except by such sale there does not appear to be any practicable 
method for the Government to obtain the necessary foreign cur- 
rency other than by exacting it from exporters as a condition of 
their receiving an export license. But the e^orter, who often 
has external obligations of his own to meet, does not want 
marks but dollars or pounds sterling, as the case may be, and 
forthwith sells the marks paid him by the Government for the 
cmrency he needs. If we add to this regular sale in the course 
of business the further sale by Germans who mistrust the sta- 
bility of their own currency, we have a sufficient explanation of 
the stupendous drop in the value of German money. 

Let me come back now to the question of what Germany can 
pay. Certainly she can pay something, thou^ not in the form 
or imder the conditions it is now sought to impose upon her. 
Many Germans possess foreign assets, whether investments or 
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balances in foreign banks, and it would be a perfectly practi- 
cable proceeding for them to sell these assets to the German 
Government, which in turn could hand them over to the Repara- 
tion Commission. But it is an essential condition of such a 
transaction that the owners of the foreign assets should be 
willing to sell them; no Government in the present situation 
of Germany could force a compulsory sale. How, then, could 
this consent be obtained? 

I have no doubt that if these assets could be sold for an as- 
sured profit the holders would be willing to dispose of them. It 
must be remembered that to a considerable extent they are the 
proceeds of sales of marks which have been flung by Germans 
on the foreign market under the well-founded apprehension 
that the pressure of reparation pa3nments would rapidly depre- 
ciate their value. Relieve this pressure and the mark would 
immediately improve. It has still a far greater value in Ger- 
many than it has outside, and the German holders of foreign 
assets would have a clear advantage in selling them for marks 
to their Government. 

It is impossible to give any precise estimate of the total value 
of these assets, but I believe it would be safe to put them at not 
less than a billion dollars. Whatever the amoxmt may be, how- 
ever, Germany could pay it, provided the fall in the marks was 
arrested. More than that I do not think she has the ability to 
find, at any rate for some years, and it would be a condition of 
this pa3Tnent that no more should be demanded of her for a 
long time to come. 

Before I leave this part of my subject there is one observa- 
tion I should like to make. I have no wish to nainimize the 
just claims of the Allies against Germany, and I recognize the 
serious political difficulties which stand in the way of their 
abatement. But no solution of the reparation is possible im- 
less political considerations are subordinated to economic facts. 
■What Germany can pay may not be a simple question, but it is 
a question capable of being answered. Unfortunately the an- 
swer runs counter to popular hopes, popular passions, and, more 
formidable still, a popular sense of natural justice which pre- 
scribes that the defeated enemy who planned the War should 
make good the damage suffered by the victors. 
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I have dealt at length with the reparation problem in an en- 
deavor to show that a nation, except in so far as it has an ex- 
portable surplus, can only pay foreign debt out of the wealth it 
has accumulated outside its own country. If we pass now to the 
other international debts we have to recognize that the general 
argument is equally applicable to them all. 

Have the debtors an exportable smplus and what are their 
foreign assets? With regard to the latter question the only 
debtor possessing any large accumulation of such assets is 
England. Notwithstanding her immense sale of securities to 
the United States in the second and third years of the war, 
a sale which largely fxirnished the means of paying for the 
goods of all kinds bought by the Allies, England still owns sxiffi- 
cient foreign securities to cover her debt to the United States 
two or three times over. But neither France nor Italy has a 
similar reserve of wealth, and I doubt whether either of them 
has sufficient to meet more than a trifling part of her foreign 
debt. 

There remains to be considered their exportable surplus in 
the ordinary way of trade. I shall speak later of the circum- 
stances in which an exportable surplus from production usually 
arises, and I shall give my reasons for thinking that nothing 
more than comparatively small annual payments can ever be 
made in this way. But it will be more convenient now to deal 
with an individual debt, and I will ask you to consider the par- 
ticular case of the debt from France to England, which I can 
q)eak about with more freedom, as it is a debt in regard to 
which my own country is the creditor. We shall get a dearer 
view of it if we examine the drcumstances in which it was in- 
curred. 

During the War France developed an immense demand for 
goods of foreign production. As an increasing proportion of 
her man power became engaged in her army, her capacity to 
supply herself was progressively reduced. She had no abtm- 
dance of foreign securities with which to pay for her require- 
ments and she could obtain the war materials indispensable 
for the maintenance of the fight in no other way than by bor- 
rowing the money to pay for them. Before the United States 
came into the War France had borrowed $1,000,000,000 from 
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the British Government, and this amount was subsequently in- 
creased to over $2,500,000,000, The price of the goods bought 
by France was naturally high. Commodities produced to meet 
an urgent war need can never be cheap. But France was 
obliged to have the goods, whatever the price, and a great 
stimulus was given to American and British trade. 

Let us now reverse the process and imagine France paying 
off this debt. She could only do so by producing goods and 
exporting them in very large quantities, far in excess of normal 
trade demands. If the general trade organization of the world 
permitted of the absorption of this additional French output 
I have no doubt that her industry would be capable of the ef- 
fort necessary to enable her to pay interest and sinking fund 
on her debt. But would there be any willingness to receive 
the goods? Neither England nor any other country is pre- 
pared to-day to pay for and consume goods on an exceptional 
scale. 

There are of course conceivable, though I trust improbable, 
conditions in which the French debt to us might be repaid. 
If we were at war and the call upon our men to line the trenches 
was such that many of our mines and factories had to close 
down and if France were at peace and at liberty to increase her 
output to the utmost of her capacity she might pour upon our 
shores war material and stores equal to the whole amoimt of 
her debt to us. But in what part of the globe is there a de- 
mand for this additional output in time of peace? The mere 
endeavor to extend her foreign sales to the necessary degree 
would disorganize the trade of the world. We have seen the 
painful effect of an enforced competition by Germany; we 
should experience precisely the same results from a similar ef- 
fort by France, 

The inevitable conclusion is that these international debts 
are far too great for the capacity of any of the debtor coun- 
tries except England. She alone in her accumulated foreign 
investments has adequate resources with which to discharge 
her liability to the United States. Of the others France has 
the greatest resources, but they are, I believe, quite insufficient 
to meet her obligations. The whole subject requires a rational 
reconsideration by the creditors, who must keep steadily in 
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view the immediate effect of the payment of these debts on the 
general trade of the world. 

The creditor countries will obtain greater advantage from 
trade prosperity which will insure full employment in their 
factories and workshops, than they can ever receive from the 
precarious payment of these debts. In the last two years we 
have had esperience of the effect upon foreign trade of tumbling 
exchanges and broken down credit, and though the consequences 
may be more serious in England than in the United States, 
where foreign trade is comparatively only a small part of the 
total trade, they are still grave enough in the latter coimtry 
also to warrant the fullest and most careful consideration. 

It may be objected that my argument appears to lead to the 
unpalatable conclusion that no nation, unless it has accumulated 
resources in the form of foreign investments, can discharge ex- 
ternal obligations to anything more than a comparatively small 
amount. This is an objection that goes to the very root of the 
question of international loans and forces us to a consideration 
of the real meaning of an exportable surplus. I cannot do more 
than touch upon it briefly now without stretching your patience 
beyond the limit of extreme good nature. 

It seems to me that the most compact form in which I can 
present the case is by calling your attention to the experience 
of England as a creditor country. For over two centuries Brit- 
ish capital has been lent to other countries. Year by year Eng- 
land produced more than she either consumed herself or could 
exchange for the products of other nations, and she could not 
obtain a market for the surplus unless she gave the purchaser 
a long credit. Foreign loans and foreign issues of all kinds were 
taken up in England and the proceeds were spent in pa3dng for 
the surplus production. 

British factories and workshops were kept in good employ- 
ment, but it was a condition of their prosperity that a part of 
their outfit should be disposed of in this way. Taking the ag- 
gregate of the transactions, British creditors have received a 
good return on their investment, but the ability of the debtors 
to pay has been dependent, speaMng generally, on the develop- 
ment of their country being fostered by the receipt of further 
loans. If we take the whole field of British foreign investment, 
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we shall find that every year England has returned in loan 
more than she received in interest and the balance of the world’s 
indebtedness to her has been steadily growing. 

From this view of loans made to foreign countries they might 
seem at first sight to be somewhat unremimerative. If the cred- 
itor has to go lending in order to be paid the interest on pre- 
vious loans, a bad debt would appear to be the only possible end 
to the business. But this is by no means the case. While this 
continuous lending has been true in the past in the aggregate 
of foreign loans, it is not necessarily true in any individual in- 
stance nor does it follow that it will always be true of the loans 
as a whole. 

In our experience as bankers it is not imcommon to see 
loans to corporations and firms justifiably increase in amoxmt. 
The borrower may show by the growth of his business and ex- 
panding turnover that such advances are thoroughly warranted, 
and in spite of his greater total indebtedness his credit may be 
improving and his balance sheet may disclose an increasing sur- 
plus. 

What is true of an individual or corporation may be true 
of a coxmtry, but on a larger scale and viewed over a much 
more extended period of time. The life of an individual or 
even of the most successful company is as nothing compared 
with the life of a nation. Take the case of your own country. 
The United States has been the greatest external borrower in 
history. You required foreign capital for your internal develop- 
ment and you took from England alone not less than $3,000,- 
000,000. It is estimated that at the time of the outbreak of 
the war your external debt had become stationary in amount 
and that your exportable surplus of commodities sufficed to pay 
the whole of the interest. Repasnnent of the capital, however, 
would have been beyond even your capacity for a very long 
period had it not been for the opportunity afforded by the War. 
As you know, there arose then an inexhaustible demand in 
Europe for American goods, which led to an immense increase 
in your exports. Pa5ntnent for these exports was largdy made 
from the proceeds of the sale of the stocks and bonds held in 
England and thus a capital liability which had been growing 
for two centuries was almost entirely discharged in a few years. 
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We see, then, that a debtor nation may in certain circum- 
stances pay off its foreign debt -with remarkable ease and rapid- 
ity. The indispensable condition for such rapid repa3Tnent is 
that there should be an extraordinary demand for its goods, a 
demand which is a natural accompaniment of war but does not 
exist in peace. I cannot help thinking that there has been a 
general though very natural misunderstanding of the conditions 
tmder which international payments are made. In its present 
magnitude the subject is new. In the past we have been accus- 
tomed only to the discharge of comparatively small liabilities 
between nations which has been effected partly by the remit- 
tance of gold and partly by an extension of export trade facili- 
tated by a fall in the exchange of the debtor country, and it is 
not easy for us now to free ourselves from the ideas we have 
formed in the course of our past experience. 

Mistaken opinions on these economic questions are not sur- 
prising, but they are causing great disasters throughout the 
world. It is not many years ago — ^it is well within my own rec- 
ollection — that a want of understanding of sound principles of 
banking led to repeated financial crises which were then be- 
lieved to be inevitable. As they usually happened at intervals 
of ten or eleven years many serious persons attributed them to 
the variations which occur in the spots on the sun. These spots 
may affect the weather and, through the weather, the harvest, 
but a wider knowledge of banking and of currency requirements 
has taught us how to escape their malign influence on credit. 

A better understanding of international trade and of the pos- 
sible limits of intemationd pa3mients will quickly enable us to 
find a remedy for the evils which now distract us. The public 
on both sides of the Atlantic are beginning to take a more 
rational view than was possible three years ago, and if the lead- 
ers of opinion direct our footsteps along the right path I be- 
lieve the world is now prepared to follow it. 

To sum up : the conclusion to which I am driven is that Ger- 
many can only pay now whatever she may have in foreign bal- 
ances, together with such amount as she can realize by the sale 
of her remaining foreign securities; that this payment is only 
possible if all other demands are postponed for a definite period 
long enough to ensure the stabilization of the mark, and that 
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future demands at the expiration of this period must be limited 
to the ann ual amount of Germany’s exportable surplus at that 
time. 

Further that England has the capacity to pay to the United 
States interest and sinking fund on her debt, but that the 
other debtors are none of them in a position to meet more than 
a small part of their external liabilities, and in the existing 
condition of Europe a definite postponement of any payment 
by them is desirable in the interest of all the parties. The ac- 
tual amount which the other debtors could ultimately pay 
should, as in the case of Germany, be ascertained by inquiry 
into their exportable surplus at a full and frank conference be- 
tween creditors and debtors. 

It remains only for me now to thank you for the patience 
with which you have heard me. I have strictly confined my- 
self to a consideration of the economic aspect of reparations and 
international debts, how they are payable, the general capacity 
of a debtor country to pay, and the effect of payment. If I 
have become convinced that an attempt to enforce payment be- 
yond the debtor’s ability is injurious to the international trade 
of the whole world, lowers wages, reduces profits, and is a direct 
cause of unemployment, the conclusion is founded solely on 
economic grounds and is uninfluenced by any political consid- 
erations or any regard to the moral obligations of the debtors. 

I know very well that there are other considerations affect- 
ing these debts, but these are matters of statecraft to be deter- 
mined by the rulers of the creditors’ countries according to their 
view of wise policy, which covers many interests besides those 
of trade and finance. 

The fact that the debtor cannot pay does not of itself dis- 
charge the obligation. The debt may become the subject of 
negotiation and bargain by which if the debtor obtains relief 
the creditor may still recover some advantage to whidi he may 
be justly entitled. But I conceive it to be the duty of bankers 
to help so far as they can in forming a sound public opinion 
upon the financial and commercial aspects of these international 
debts, and it is in pursuance of this duty that I have ventured 
to make these observations to-day. 
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SAMDEL GOMPEKS 

Mr. V. Everit Macy is well known both as a capitalist and as 
a philanthropist. The following address was d^vered at the 
meeting held by the National Civic Federation in memory of 
August Belmont and Samuel Gompers at the Hotel Astor, New 
York, December 30, 1924. 

As the Civic Federation represents all interests in industry, it 
is particularly fitting that this meeting should be dedicated to 
the memory of both Mr. Belmont, the international banker 
and former President of the Federation, and to Mr. Gompers, 
the undisputed leader of American Labor, who was oiur Vice- 
President for nearly twenty-five years. These men had many 
traits of character in common. They were leaders in our na- 
tional life because of the ideals of good citizenship that they 
exemplified and the qualities of leadership they displayed. 
They asked nothing for themselves that they were not willing 
for others to enjoy. They did not champion a cause lightly but 
gave their approval only when ready to make personal sacri- 
fices for the upbuilding of that cause. And so, as President 
and Vice-President, they consistently and constantly ^ent of 
themselves to the strengthening of the Civic Federation. Con- 
trary to the popular conception of Mr. Gompers, his out- 
standing characteristics were his passionate love of peace, his 
practical idealism and his faith in hunuinity. He realized, how- 
ever, that peace cannot be founded on either industrial or inter- 
national injustice and therefore, he consecrated his life to fitt- 
ing what he considered oppression, in all its phases. The greater 
the danger or sacrifice required, ^e greater his devotion to the 
cause of peace through justice. His idealism was never of the 
theoreticid type which has no other goal than the creation of 
destructive discontent. The practicality of his idealism was 
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Ms driving power wMch made Mm content to take one for- 
ward step at a time. Unlike many reformers, he lived accord- 
ing to Ms ideals. For tMs reason Ms life was a most construc- 
tive force in our nation, bringing hope and courage to our 
people. He was such a conspicuous and superb filter in the 
cause of justice that the public associated Mm more with the 
battle than with the standard he held so Mgh. As President of 
the American Federation of Labor, his great influence was al- 
ways used for industrial peace. He was ever ready to meet Ms 
opponents half way in order to avoid a struggle as he fully real- 
ized the bitterness, the suffering and the financial loss caused 
by industrial strife. He accepted a compromise on terms but 
never deserted what he considered a principle. His judgment 
was unswayed by desire for popularity and when necessary, he 
would as fearlessly face the criticism of his less wise followers 
as the wrath of Ms opponents. If, however, the battle could 
not be avoided, he was a great fighting general. And so, when 
Ms coimtry entered the World War, as commanding general of 
the labor forces beMnd the lines, he led Ms men to the most 
difficult industrial feats. Owing to Ms leadership, there were 
no serious internal disputes during the entire War. No gen- 
eral in the field contributed more to our victory and the restora- 
tion of world peace than Samuel Gompers. 

In economic theory, he was a strong individualist and the 
most vigorous opponent to Socialism in the country. Individ- 
ualism may seem opposed to trade uniomsm but Mr. Gompers 
believed in the orgamzation of both capital and labor since 
only by such organization and through the balancing of forces 
could government control in industry be avoided. He realized 
that in modern industry individual effort, in order to be effec- 
tive, must seek expression through organization but he opposed 
any tendency to substitute government control for individual 
initiative. He preferred aggressive umomsm to any form of 
paternalism. Like all great leaders, Mr. Gompers had confi- 
dence in human nature; otherwise he could not have been a 
leader of men. In public matters and in the cause of labor he 
was farsighted and shrewd and difficult to deceive but in per- 
sonal relations he was as ingenuous and trusting as a cMld. 

Mr. Belmont, the banker, and Mr. Gompers, the leader of 
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labor, were both first and foremost American citizens, believing 
in oTir institutions. They thought in terms of national solidar- 
ity. Neither placed the claim of a group of citizens above na- 
tional welfare. In their respective fields of activity, their 
aim was the greatest good of the greatest number. While 
America develops such leaders, we may look to the future with 
confidence that the ideals of peace with justice will finally 
triumph. 
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THE FXJNDAMENTALS OF COMMERCIAL 
ORGANIZATION 

The following address discusses the function of Chambers of 
Commerce and Merchants’ Associations and especially the duties 
of the Merchants’ Association of New York, at the annual meeting 
of the National Association of Commercial Organization Secretaries 
in Washington, D. C., October, 1924. 

The first decade in the life of the National Association of Com- 
mercial Organization Secretaries is now closing. Its tenth anni- 
versary has arrived. This event marks no arbitrary division 
between a completed past and a new or unrelated future. It is 
merely one of the succeeding days in the continuing and steady 
development of its service. Nevertheless it is an appropriate 
moment in which to take an appraising look backward in the 
belief that from the experience of the past — from its failures 
and mistakes equally with its successes — ^much may be gleaned 
to guide future efforts along sound lines of continuing growth 
in usefulness. 

As far as this Association is concerned, the retrospect con- 
vinces that the vision of 1914 was sound, that the effort em- 
bodied in this movement is justified and that the results flowing 
therefrom constitute a service of fundamental value to its mem- 
bers, to the secretarial profession, and most important of all 
to the commercial bodies which we serve. This is evidenced 
by numerical growth in membership, by earnestness of pur- 
pose on the part of officers and members, by the evolution from 
personal experience meetings to a program of real and impor- 
tant educational value, and by the greater clarity of purpose 
and effectiveness of methods which have thus been made avail- 
able to the chambers of commerce. 
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From analysis of the esperiences of the past ten years, it is 
evident that there are two fundamentals, strict adherence to 
which must continue, if the Association is to jiistify its future 
and expand its usual service. 


Two Fundamentals 

First — The fundamental ptirpose to he served is practical edu- 
cation. Basically it is not a social or good fellowship move- 
ment, although this feature is a natural and very desirable by- 
product. It certainly is not a job-finding nor a salary-boosting 
medium. It has been and must continue more and more to be 
a forum devoted to the thoughtful presentation of the highest 
and most effective development of the state of the art concern- 
ing methods of commercial organization activities which prac- 
tical experience has evolved. This is the real need to be met. 
The fulfillment of this fundamental purpose is the only justifi- 
cation for the future of the organization. 

Second — ^It is a study of methods of operation, not of ques- 
tions of principle or policy, which defines the scope and de- 
limits the field of activity of this Association. The Secretary 
is not the chamber. He is the instrument employed by the 
chamber in executing the policies or defending the principles 
for which the chamber stands. Decision as to these policies 
and principles should and must be reached by the governing 
body of the respective chambers, not by the Secretary. To in- 
ject consideration of principles and policies into the educational 
program of this body would be an imjustified departure from 
the true secretarial field, would set the organization up as co- 
ordinate and competitive with the governing bodies by which 
we are emplc^ed for the purpose of executing their decisions on 
these matters and would inevitably result in the disintegration 
of the Association. 

It is certain that any departure from either of these two 
fundamentals would be fatal, but it is equally certain that 
strict adherence to them constitutes a solid and dependable 
foundation for the future of our Association. 

But this organization has its justification only because it is 
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related to the general chamber of commerce movement, and 
we, individually, follow our secretarial vocation only because 
of our personal relationship with individual chambers. In a 
very true and conclusive sense, therefore, this Association, the 
profession of secretaries, and the opportunities of individuals 
in the profession are dependent upon the soundness and per- 
manency of the development of that general movement. Mani- 
festly its future cannot be sound, permanent, effective or secure, 
unless it be built upon a clear conception and an intelligent 
application of certain fundamentals which theory has suggested 
and experience has tested. 


A Restless Decade 

Looking back, we discern that the decade now closing has 
been marked with an imusual degree of human restlessness, 
with an unusual, if not unnatural, strife for diversion, enter- 
tainment, excitement, for fads and fancies ; for striking effects ; 
for froth and shadows rather than for realities. This rest- 
lessness has not been confined to any one group or to 
any one nation but seems to be worldwide. The jazz in 
music, the nervous and ugly dances, the futurist element in 
art, the fads and fancies engrafted upon our educational 
systems, the present day contest between fundamental- 
ism and modernism in religion, the paternalistic and social- 
istic activities of government — ^all these are manifesta- 
tions of that restlessness and lack of regard for funda- 
mentals. 

Looking back, we also discern that one reason why this is 
so, is because a proper exercise of the power of imagination 
has been and still is lacking. Imagination, which images a 
clear conception of the fundamental verities of life — viz., good- 
ness, truth and beauty — ^which conception when thus imaged 
becomes the instigator of the will and the motive force of human 
action. Getting back to fundamentals, to a clear conception 
of what they are and why they are, and to an intelligent appli- 
cation of them to human activities is the greatest need of the 
present day. 
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From this general restlessness and its effects, the chamber of 
commerce movement has not been entirely free. 

When we observe that activities ranging all the way from 
baby shows, horse races and stock promotions to efforts to 
regulate all phases of community life, including politics, have 
been pursued by chambers of commerce, it becomes evident 
that a reconsideration of basic principles and a return to fun- 
damentals in the chamber of commerce movement is both de- 
sirable and necessary. 

What are these fundamentals which should be appraised and 
by which the effectiveness and propriety of chamber activities 
should be tested? It is manifestly impracticable within the 
proper limits of this presentation, to touch upon aU of those 
principles which should be included in the category of funda- 
mentals, but it is possible to discuss a selected group consist- 
ing of those which are most vital and are common to all cham- 
bers irrespective of size or location. 


What Commesciai, Okganization Is 

The first fundamental is a clear and accepted conception of 
what a chamber is and what constitutes its proper purpose and 
scope. To create any organization as an end in and of itself, 
simply for the ptupose of having an organization, is both futile 
and foolish. To create an effective organization to meet some 
real need and serve some useful purpose is a distinct contribu- 
tion to progress. A diamber’s existence is justified only when 
it is effectively organized and operated to meet real needs and 
to perform useful services not already effectively covered by 
some other existing agency. But such a chamber, when created, 
must be constructed in such form and operated in such manner 
as will most efficiently serve the purposes for which it is de- 
signed. These purposes are indicated in the following defini- 
tion. A chamber of commerce is a voluntary organization in 
which the business units of a community, through member- 
ship, by cooperation, and coordination of effort, endeavor to 
improve the conditions imder which trade, commerce and in- 
dustry must be conducted, in order that lie community may 
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grow and develop. It is a chamber of commerce, primarily and 
fundamentally devoted to community service and development 
by properly stimulating the growth of commerce and industry, 
those factors which make cities possible and which afford the 
necessary base upon which all other factors of city life and suc- 
cess depend. 

The fundamental purpose, therefore, is service to commerce. 
In its endeavors to improve the conditions under which trade, 
commerce and industry are conducted, the chamber will be 
carried into many specific civic activities, because these spe- 
cific civic conditions exercise an important bearing upon the 
conditions under which business is conducted. But the ap- 
proach to any such activities should be because of that fact. 
Whether this definition of a chamber is accepted or not, it is 
essential that every chamber should have some clear and con- 
cise definition of its purpose, understood and accepted by its 
members. Such a definition of purpose and scope is essential. 
Is the chamber squaring itself with this fundamental ? 

The second fundamental consists in the organization of the 
chamber on lines best adapted to serve the defined pmpose 
within the scope indicated in the definition. In other words, 
knowing the pmpose to be served, build the machine which is 
best adapted to do that thing, and operate it by methods which 
will produce a maximum of effectiveness in serving that pur- 
pose. This fundamental and its application is one of the sub- 
jects of contintiing study, both on the programs of these meet- 
ings and in the curriculum of the Slimmer School. It would, 
therefore, be needless duplication further to discuss it here ex- 
cept to observe that all chambers have not always squared 
themselves with this fundamental, emd further that changing 
conditions at times require modifications of its application and 
that it should not be a matter of getting back to this principle 
but rather of staying with it all the time. 


The Essentiai, Yaedstick 

A third fundamental, somewhat negative in character but 
vital in nature, is a realization of the limitations of chamber 



COMMERCIAL ORGANIZATION 183 

purposes and activities. Tlie accepted definition egresses or 
implies the limitations of activities beyond which the chamber 
should not go. It furnishes a yardstick by which to measure 
the propriety of chsunber action. The first foot of the yard- 
stick is called “need.” Is there a real need for the contemplated 
activity? If not, don’t do it. If there is, then consider the 
second foot of the yardstick called “purpose.” Is the proposed 
activity for which there is a real need consonant and consistent 
with the pxupose of the chamber as stated in its accepted defini- 
tion? In other words, will the activity, if undertaken, serve 
the community by improving the conditions under which its 
trade, commerce and industry are conducted ? If so, then pass 
on to the third foot of the yard measure, called “scope.” Does 
the proposed activity, for which there is a need, and which is 
consistent with the purpose of the chamber, come within the 
proper scope of chamber activities, or does it more properly fall 
within the scope of some other organization or community 
agency? If the proposal fails to meet this third foot test of 
“scope,” don’t do it. If it does, it is evident that it is a proper 
line for the chamber to pursue. 

Before imdertaking it, however, the wise diamber will give 
careful consideration to another practical limitation. Are the 
financial resources and the man-power of the chamber in condi- 
tion to undertake the activity effectively and with reasonable 
assurance of success? If not, the wise chamber will not assmne 
the responsibility implied in the proposed undertaking, until 
and iml^s those resources of money and of men are prepared 
and are available. 

Failure to square themselves with this fimdamental of limita- 
tions has seriously injured some chambers and has ruined 
others. 

A fourth frmdamental is effectiveness. The real objective of 
the present day American chamber is to do things and to ac- 
complish results. The body which is not so organized and con- 
ducted is speedily doomed either to a mere paper organization 
or to oblivion. The measure of this effectiveness consists in 
what the organization does for the community, within its proper 
purpose and scope, not in the size of its membership, nor in 
what it has started but failed to finish. Results alone count. 
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a nd you may rest assured that the general public and the mem- 
bers will rigidly apply this test. 

No chamber can stand still. It must grow or it will con- 
tract. This is particularly true in relation to this fundamental. 
It is not enough that a chamber is effective to-day, it must be 
more effective to-morrow. If it is to succeed in the eyes of its 
members and of the public its effectiveness of to-day must be 
the guide to greater effectiveness to-morrow. Are the chambers 
traveling in this direction and, if so, how fast ? Successful serv- 
ice depends upon meeting this fundamental four square, both 
in the present and in the future. 


The Peogeam of Action 

A fifth fundamental is a program. By this I mean a definite, 
dear and correct conception of just what the chamber wants 
or purposes to do. It is impossible intelligently co formulate 
a plan or construct a machine appropriate to do some particular 
thing, unless you know just what is the thing to be produced. 
You cannot demonstrate a proposition in geometry unless the 
theorem be stated. So a chamber, endeavoring to do something 
without knowing just what it is, will flounder or become ridicu- 
lous, with results disastrous to itself and to the general cham- 
ber of commerce movement. 

But by a program, I do not mean the all indusive and im- 
possible program of work which, because of inability of accom- 
plishment, has practically ruined many dhambers either tempo- 
rarily or permanently. Opportunities for service usually 
abound while resources of men and money are alwas^s more or 
less limited. A wise selection of the most important opportuni- 
ties within the resources of man-power and money is what prop- 
erly constitutes the program. A few worth-while things well 
done, are of greater value to the chamber and to the community 
than many things started but either not finished or poorly 
finished. Is this fundamental realized and observed by the 
chambers? 

A sixth fundamental is singleness of purpose. This pertains 
to the man-power of the organization. Having adopted a pro- 
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gram, with a clear conception of just what is to be done, both 
the active and psydiological cooperation and support of the 
chamber membership must be marshalled behind the move- 
ment. A unity of spirit and of desire to accomplish must be 
engendered, thereby bringing about a singleness of purpose 
which is almost irresistible in a worthy cause. To secure this 
singleness of pmpose involves an understanding on the part of 
the members of just what the chamber is proposing to do and a 
conviction Jbat it should be done. 

Is the chamber meeting and applying this fundamental, so 
important for successful action? 

A seventh fundamental, closely related to singleness of pur- 
pose and also pertaining to man-power, is determination — ^the 
will to do. This spirit must first be engendered in the member- 
ship, then coordinated and finally directed. It is the effective 
driving force which secures results and compels the confi- 
dence and respect of the membership and the public. Ilie 
successful chamber strives to square itself with this funda- 
mental. 

An eighth fundamental consists in wise discrimination in 
applying principles of chamber organization and operation to 
the conditions in the community in which the chamber is 
located. This process is a local issue in a very true sense. 
Each community differs materially from every other in its 
needs, its opportunities, its potentialities, its character and di- 
versification of business, its customs and its usages. To be 
most effective for service in its own location, a chamber must 
therefore wisely adapt and adjust the method of applying a 
fundamental principle to the local conditions under which it 
must operate. The adaptation and adjustment should be in the 
method of application, however, rather than in the principle 
itself. The fact that a certain method of activity proved highly 
successful in one town is no assurance that the same method 
would prove equally or at all successful in another town of 
radically different local conditions. 

The wise chamber, therefore, exercises intelligent discrimina- 
tion in the methods of applying principles to local condi- 
tions. Is every chamber squaring itself with this fimda- 
mental? 
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The AaD Test of Standards 


The ninth and final fundamental to which I shall refer in con- 
nection with the chamber of commerce movement is the adop- 
tion, the acceptance and the unfailing application of a standard 
by which to test the justice and fairness of all contemplated 
conclusions. That standard or test is the answer to the ques- 
tion “What is the fair and square thing to all parties affected 
and to the community?” Guided by an honest answer to this 
test, the conclusions of the chamber will command the respect, 
even though it may not secure the acquiescence, of all fair 
minded men. Nothing will more surely or more effectively de- 
stroy the chamber’s effectiveness than selfishness, unfairness, 
bigotry or injustice in its conclusions on questions of policy or 
of principle. The principle of the Golden Ride and the theory 
of the square deal are the most sound economic doctrines ever 
propounded. The chamber, being in the limelight before the 
public, is under a specially strong obligation to practice that 
doctrine and is pecidiarly open to censure for failure so to do. 

Have all chambers adopted and do they continually apply 
this fundamental? 

Here are nine fundamentals of vital importance to every 
chamber of commerce of whatever size and wherever located. 
Their importance is emphasized by experiences of the ten years 
of existence of this Secretarial Association. The effective diam- 
ber of to-day and of to-morrow is one which first squares itself 
with these principles and then constantly checks itself up to 
see that it continues square with them under changing condi- 
tions. These disclose the fundamental purpose of the chamber 
movement, though no attempt could here be made to apply 
them to details in administrative activities. Intelligent ad- 
herence to these fundamentals is the best and only method of 
developing and sustaining that respect and support so essen- 
tial to accomplishment of the purposes for which the chambers 
are created. 
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THE NATION’S BUSINESS 

Andrew W. Mellon, Secretary of the Treasury, was bom in Pitts- 
burgh, Pa*, in 1854, was long associated with Henry C. Frick 
in the development of coal and iron enterprises and became an 
officer and director in many financial and industrial corporations. 
He became Secretary of the Treasury in 1921 and has met with 
signal success the many problems arising in the after-war period. 
Tbe following address was made on the occasion of a compli- 
mentary dinner tendered Mr. Mellon by the Lotos Club on Feb- 
ruary 6, 1926. President Nicholas Murray Butler presided and 
concluded Ids speech of introduction as follows: 

‘Tf intelligence, probity, and character can do that, then Mr. 
Secretary Mellon has rendered another public service not written 
in the books; he has offered us an ideal and a model for the 
ambition of the young men who are to come after him. So, 
gentlemen, in your presence and in that of our company of guests, 

I hail and salute this quiet American gentleman who turns neither 
to the right nor to the left when the public interest is to be 
served, or when a public duty calls, who does his great service 
week in and week out, month in and month out, year in and year 
out, with no concern for the unfriendliness, the malice, or the 
evil-mindedness that may come and go, but who asks only the 
reward of a dear consdence and the plaudits of right-minded 
and unselfish men. 

‘‘Gentlemen, I present to you our distinguished guest, the Sec- 
retary of the Treasury, Mr. Andrew W. Mellon.” [Extended 
applause amidst cheering.] 

Mr. President and Gentlemen of the Lotos Club: The 
cordial invitation which I received for this occasion was made 
doubly cordial in that I was informed I would not have occa- 
sion to make a speech. [Laughter,] Therefore, I have come 
with a dear consdence, notwithstanding the fact that I am 
afraid I shall be unable to rise to the occasion as measured by 
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yotir distinguished President; but I am deeply grateful for the 
warm welcome which you have given me and for the generous 
words of your eloquent and distinguished President. It is es- 
pecially pleasant and gratifying to hear them in the present 
rr>Tigpnia1 surroundings. Notwithstanding a keen sense of in- 
adequacy and undeserving, it is especially gratifying to me, 
and it is delightful to come here, and for one evening at least 
to lose one’s self in a place of such brilliant good-fellowship 
and gracious hospitality. 

I have been in the Treasury now five years, although it seems 
scarcely possible that it should have been so long. The Treas- 
ury, as you know, is a pretty big organization. We have some 
53,000 employees and we do everything from settling foreign 
debts and collecting taxes and customs to enforcing prohibi- 
tion [laughter] — ^no — ^to be accurate: endeavoring to enforce 
prohibition [laughter], and running public health and public 
buildings. It is a job which requires not only continuity of at- 
tention, but the frequent determination of difficult questions of 
long-time policy upon which the prosperity of our coimtry so 
much depends. 

There seem to be more obstacles to overcome and greater ob- 
structions to contend agjiinst in the conduct of public business 
than private. [Laughter.] I remember at a dinner which I 
attended in London when several members of the British Cabi- 
net were present, someone asked the question, “Why is it that 
business men manage their affairs so much more successfully 
than politicians?” “Oh, that is easily explained,” the gentle- 
man sitting at my side answered, “it is because the business 
man has only business men to compete with.” [Laughter.] 

This is true. We do not function as smoothly in public life 
as in private. The machine is more complicated, conditions 
more complex, and the factors which we have to deal with are 
more imcertain. While these difficulties do not add to the ease 
of the job, they do increase its interest. Under a handicap 
one feels greater incentive to get results. 

And results are possible in this great country of ours. Let 
me give you an illustration of what can actually be accom- 
pliriied along the line of sound policy: Some two and a half 
years ago the Treasury presented a plan for the reform of 
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taxation, the essential feature of which was a reduction of the 
excessive surtaxes to normal figures. Here was a subject, eco- 
nomic in its nature, difficult at first to understand and with 
the popular appeal presumably in favor of imposing the high- 
est possible taxes on the wealth. You will recall the reception 
this plan had in a former Congress. [Lau^ter.] Yet through 
public discussion and the fairness and innate intelligence of the 
ordinary American citizen we have had a complete reversal of 
sentiment. The futility of imposing such taxes and the ad- 
vantage to every one of a proper taxing system, are now gen- 
erally recognized. Both parties in Congress seem ready to re- 
duce these surtaxes even below the figures originally suggested 
by me. We approach results. [Laughter.] 

With such responsive understanding among the people the 
handicap of public service is indeed an incentive. If handling 
public business is like running a race in a sack, at least all other 
nations competing with us have similar obstructions to rapid 
progress, and I think that we in America by all odds have the 
best sack to run in. [Applause and laughter.] We can have 
confidence in the basic soundness of omr people and of our in- 
stitutions. 

I left a good job to take public office. [Laughter and ap- 
plause.] When I was in business I was master of my own time. 
I could meddle with business more or less as I chose, or could 
sit at the fireside and mould bullets for use of those in the firing 
line, but now I find myself ever in the front trenches. [Laugh- 
ter.] Freedom of thought and of action are restricted. 

But when I come into the friendly atmosphere of the Lotos 
Club among men who are, to some extent at least, masters of 
their own time, I appreciate your good fortune. [Laughter.] 
However, I am not complaining, l^blic office must have its 
drawbacks as well as its many compensations. The work is 
interesting and there are gleams of fun now and then. Yes, 
there are many compensations, and among them is the oppor- 
timity I am afforded of seeing my friends from New York who 
are at times obliged to visit Washington. [Laughter.] 

Again I thank you for your wonderfully cordial reception. 
[Applause.] 
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PROBLEMS OF THE HOUR 

Frank Andrew Munsey was one of our great publishers, the owner 
of the New York Herald, the New York Sun, and the Baltimore 
American and News. Bom in Mercer, Maine, in 1854, he be- 
gan his business career in a country store. Before he was thirty 
he had arrived in New York and started The Golden Argosy, 
a juvenile weekly. Munsey’s Weekly followed in 1889 and became 
Munsey^s Magazine in 1891. He died in 1926. In earlier years 
Mr. Munsey was author as well as publisher, and produced a 
number of novels. And he did not cease to wield the pen, for 
occasionally an important editorial bore his signature. This ad- 
dress, which attracted wide attention, was given before the Con- 
vention of the American Bankers^ Association at the Hotel 
Commodore in New York, Oct. 4, 1922. 

Mr. President and Gentlemen: Mr, Lonsdale’s telegram in- 
viting me to speak at this convention expressed the belief that 
I might say something to you that would be helpful to banking 
and helpful to business. My discussion of the business and in- 
dustrial outlook for 1922, published in the New York Herald on 
the first day of the year, seems to have been largely responsible 
for the impression. 

That forecast was substantially optimistic. This is as far as 
it went. The basic conditions on which sound prosperity rests 
were not yet right, but they were improving. We had put 
twenty months of intrenchment between us and the wild orgy 
of inflation and speculation of 1919. My purpose was to show 
that we were making progress toward better times, and that 
what we needed was confidence. People never get very far, 
never accomplish very much, while enshrouded in gloom. Con- 
fidence is necessary to progress, but confidence governed by 
facts and sound reasoning is the only confidence worth while. 
We are a mercurial people. We are either up in the clouds 
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or down in the depths. When business is good, industries are 
humming, securities booming, there is no limit to our optimism. 
We are temperamentally incapable of seeing that the period of 
high pressure activities cannot go on forever. And so, too, we 
are temperamentally incapable of seeing any light and hope 
ahead when we are plunged from the bright heights of booming 
prosperity into the valley of gloom. This does not apply to all 
Americans. It does not apply to far-seeing, sound-reasoning 
men, but it is true of the American people in the large bulk. 

One of the soundest pieces of work ever done in this coun- 
try, one of the most necessary pieces of work ever done in this 
country, was done by the banks in 1920, in calling a halt to 
speculation and reckless expansion. It called for fine courage 
to jam on the brakes as you gentlemen jammed them on at that 
time. We were running wild with wide-open throttle ; we were 
miming straight for a smash that would have paralyzed the 
nation and stunned the world, when, under the able leadership 
of Mr. W. P. G. Harding, governor of our reserve banking 
sjretem, you warned the coimtiy that it must immediately 
begin slowing down, and you applied the remedy that meant 
slowing down. 

There was no other way to save the situation. There was no 
other force, not even the Government itself, that could have 
saved the situation. Industries cannot mn without money fuel, 
business cannot function without money fuel ; speculation falls 
flat without money fuel ; and since the banks held the money of 
the country they alone were in a position to initiate and carry 
throu^ retrenchment. 

In my January i discussion of conditions this year, as in my 
January i discussion of conditions last year, I painted no al- 
luring picture of business. I saw no boom in the offing, and 
did not wish to see one, for conditions were not yet right. What 
I wished to see, and regret that we have not seen, is a gradual 
but thorou^ liquidation in our production costs and in dis- 
tribution costs, a general liquidation in house rents and other 
living expenses. With this liquidation we should have a sound 
foundation on which to build business and to look with justi- 
fiable confidence for a good run of prosperity. But instead of 
lower production costs, we have gone to hi^er production 
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costs ; instead of liquidation in the wage scale, we have inflated 
the wage scale ; instead of lowering housing costs, we are com- 
pelled to maintain, if not to increase, the present housing cost. 

In this situation are the imderlying conditions right for a 
run of sound business prosperity, and have they been such as 
to justify the bull market of the last six months? Isn’t the 
business revival largely in response to the cry of empty shelves? 
If so, will the activity last? And how about foreign trade? 
With our high cost of production, there is and can be no such 
thing as foreign trade for America, except in raw materials, in 
foodstuffs, and in certain specialties. Production costs that 
make competition with other countries impossible annihilate 
our export trade; and without foreign trade what is the an- 
swer? In spite of all this; in spite of the fact that general 
conditions have not been right; in spite of the serious condi- 
tions abroad; in spite of the long drawn out coal strike; in 
spite of the disastrous railroad strike, security prices have 
gone steadily up, until now they stand at figures warranted 
only on sound economic conditions. 

But have we sound economic conditions, considering our re- 
lations with Europe in her financial and economic distress, and 
considering, in the large view, our own unrest and our unsolved 
and imsettled problems? And is business generally coming 
back in dependable volume, or is the revived activity merely 
spotty? You may very well fancy that it is not altogether dear 
to me why the rebound from depressing conditions of eight 
months ago should have come on so fast. No, it isn’t altogether 
dear to me. I question if the xmderlying conditions are right 
to sustain the premature boom of recent months. It may very 
well be, however, that I am wrong. To be right all the while is 
to be a drone or to own the world. 

But the discussion of finance and economics and immediate 
business is not my purpose to-day. You are all steeped in 
finance, in economics, in the sdence of banking, and what you 
don’t know about these will be told to you by other speakers. 

The labor problem is one of our most pressing problems just 
now. The country hasn’t enough labor to carry on its work, 
hasn’t enough skilled mechanics, espedally in the building 
trades, to carry on its work. With wages advancing lower liv- 
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ing costs are not possible. In the steel mills and in the t«- 
tile centers wages have had a sensational advance, and this ad* 
vance was compulsory because of the shortage of labor. In 
both fields of activity it was a question of bidding high for labor 
or shutting down the plants. Labor, like commodities, is sub- 
ject to the law of supply and demand. The wage of labor will 
never come down until the supply exceeds the demand. 

The law passed by Congress soon after the War restricting 
immigration is wholly responsible for the present labor short- 
age. If this law had never gone on the statute books, if our 
portals had remained as free to immigration since the War as 
they were before the War and as they have been throughout 
our history, our inflated wage scale would have been well 
liquidated before now. That wages would not deflate when 
there was a shortage of labor should have been dear to the 
Washington statesmen. It should have been dear to them be- 
cause of the fact that America does not produce its own labor, 
and never has produced its own labor since the formation of the 
Government. England, France, Germany, Italy, and all the 
countries of the Old World produce their own labor. They do 
not depend upon fordgn labor to do their work. Our only do- 
mestic labor, outside of the rural sections, is colored, and in the 
North that is wholly neglible. There isn’t enough of it to make 
a dent in the situation. 

We produce no labor in America for the reason that there 
is no sympathy between the American public school, and the 
pick and the ax. Put a boy through an American public school, 
whether he be the son of an immigrant laborer or the son of an 
old line American, the result is the same. He will have noth- 
ing to do with labor. And what is true of the American boy is 
true of the American girl, in respect of service. This spirit is 
fine, admirable. It is the spirit that has made America what 
she is — ^the richest and strongest nation in the world. But it 
leaves us without labor of our own and almost wholly dependent 
on foreign labor to do the plain, simple work that only human 
hands can do. 

In this situation it is perfectly clear that the coimtry should 
demand, and that you should demand, an immediate diange in 
our immigration laws — a, change that will let into this coimtry 
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the willing workers of the Old World who are begging at our 
doors for admittance. In the matter of immigration what we 
need, and what common intelligence dictates we should have, is 
not restrictive laws but a selective system. Any change in the 
immigration law that would let into this country more plain 
labor and more skilled mechanics will be fought to the limit 
by orgam’zed labor. Whether our present restrictive law was 
passed at the behest of organized labor I do not know; but 
I do know that the law is exactly what organized labor has been 
rnnfpnding for, and what organized labor will contend for with 
all its force. 

A country the size of America, a democracy, must have party 
government. There is no other way to manage it. No big con- 
cern can exist without organization, and the biggest business 
concern in the world to-day is the American Government. A 
democracy is a mutual concern managed by the cntizens of the 
coimtry. With a population of a hundred and ten millions, 
obviously the only way the individual citizen can make himself 
felt in the management of his business — ^and his Government is 
his business — is through a political party. We are not lacking 
in party organization. Indeed, the Democratic and Republican 
parties are so strongly organized, have become so thoroughly in- 
trenched in the field of politics, that it is a question if they have 
not become our masters, not our servants. 

In the early days of the Republic they represented distinct 
and positive ideas. But with these great fundamental ideas 
converted into history there are no longer any big outstanding 
issues between them that have any place in our politics. There 
are, to be sure, many small points on which the Republican and 
Democratic parties differ to-day. It is their business to differ, 
to create differences, to work up issues, without which they 
would cease to exist as political parties. It is the business of 
each party to oppose and to fight the acts and proposals of the 
other. There is very little team work between the two parties 
in Congress and in our State Legislatures given to constructive 
measures — very little team work given to the economies of gov- 
emmrait, given unselfishly to the interests of the Government 
and to the interests of the people. 

The truth is that neither party has a sufficient margin of 
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safety to justify it in taking chances on such cooperation: that 
neither party has sufficient margin of safety to justify it in for- 
getting for a minute the vote back home. While this political 
jockeying has been going on since the great old issues disap- 
peared, a new issue has developed that now divides all Amer- 
ica into two political camps, as yet without political names. 
They are the radical camp and the conservative camp, and 
within each camp there is a wide range of thought and feeling. 
Some day, and not a very distant day at that, these two groups 
will evolve into organized political parties with names that 
signify what they stand for. 

The names of the Republican and Democratic parties have 
no significance that fits the present day. Each means substan- 
tially the same thing — ^means a stand for popular government. 
Since, however, we are not by way of changing our form of 
government, these party names mean nothing. It is not in me 
to put aside things that are old simply because they are old. 
No more is it in me to continue the use of things that are old 
simply because they are old. I have no such maudlin senti- 
ment. If an old machine can give as good an account of it- 
self as a new machine it is the part of economy, the part of 
common sense, to continue using it. If it cannot do this it is 
an economic crime to continue using it. This is as true of 
political machinery as it is of any tangible machinery in our 
vast steel plants or other great imdertakings. And so, if the 
two old parties can continue to do our work as well as strictly 
new parties could do it, I should certainly favor keeping them 
in the harness. It would be the easy way. But, personally, I 
do not believe they can deliver the goods, handicapped as tbey 
are by the accumulated prejudices of time. 

What we want and should have is service, and we should see 
to it that we have the machinery that can give us the service. 
In our political conventions it has been the custom of both 
parties to dwell at length on their historic achievements. This 
does not mean a thing to me. What a party can do, is doing, 
means everything to me. The salvation of our present situa- 
tion would be a liberal conservative party, numerically strong 
enou^ to hold the balance of power against the radical forces. 

There is no more conservative section of the country than the 
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South. The conservative people of the South naturally belong 
■with, and diould line up with, the conservative people of the 
Nor^. With new political parties this would be perfectly 
simple, while it is not possible •with old parties as separate en- 
tities in the held. 

To make it plainer: If, for example, the Democratic party 
should come out as the rascal party, retaining the old Demo- 
cratic name, can you fancy that men who had been voting the 
Democratic ticket all their lives, however conservative their 
sentiments, would switch over in large numbers to the Republi- 
can party? And considered from the other side, can you fancy 
that men who have been voting the Republican ticket all their 
lives, however radical their sentiments, would s'witch over in 
large numbers to the Democratic party? This is the crux of 
the whole matter, for the important thing in this situation is for 
our voters to enroll with the party that stands for the thing 
they stand for in their own hearts. And this is not possible ■with 
the Republican party and the Democratic party in the field. 
With these two old parties out of the way, the new political 
alignment of the people would obviously be in perfect accord 
■with their sentiments. 

But there is one way that these two old parties could be 
of the greatest service to the country. This is through consoli- 
dation. Still the name — ^the Democratic-Republican party, or 
whatever it might be— would give no indication of its policies. 
Nevertheless, this combination of forces would constitute a 
mighty wall of strength reared against the fast rising tide of 
radicalism. 

I can see nothing so important to this nation as would be the 
wdding together in a great solid unit of all our citizens who 
think alike as concerns constitutional government, who tTiinlr 
alike as concerns property rights, who think alike as concerns 
the institutions of our Government under which we have gro^wn 
into a great, powerful and happy people. Reconsecrated to lib- 
eral conservatism— liberal conservatism in fact— our politics 
would be in much better shape than they are to-day, in much 
better diape than they have been since finishing the work for 
which the two old parties were originally formed. With radi- 
calism the issue, with a radical party on the one lianfl and a 
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liberal conservative party on the other, there would no longer 
be occasion in Congress and our State Legislatures for jockey- 
ing for issues. 

I have said that the very great issues which separated the 
Democratic and Republican parties have passed into history. 
Let us go back and check up the facts. The original issue be- 
tween the Democratic party and the old Whig party, the prede- 
cessor of the present Republican party, in the early das^ of 
the Republic, was the tariff. Almost at the outset of the Re- 
public friction began to develop between the North and the 
South over this question. The South, with its abundant crops 
of cotton, com, and tobacco, and with no manufacturing, stood 
out for free trade. It could live and prosper on the products 
of its soil. It had no infant industries to protect, and, as the 
South reasoned, why shoxdd it be taxed through the mechanism 
of a tariff to protect the infant industries of the North? The 
North, on the other hand, without the sunshine and the fertile 
soil of the South, could not live on the products of its own hard, 
rocky acres. With the North it was a question of industrial 
development or no development at all. Its small factories could 
not compete with the established factories of England without 
a tariff that would level up the costs of production abroad with 
the costs of production at home. And so the issue was clearly 
and sharply drawn between the two sections, with their wholly 
different interests. As time went on, the feeling over this issue 
became so tense that John C. Calhoun and Robert Ha3me, Sena- 
tors from South Carolina, came out vigorously for the separa- 
tion of the South from the Union. 

This action created a storm that shook the young Republic 
to its very depths. A long and bitter fight followed, but under 
the leadership of Daniel Webster, Senator from Massachusetts, 
the battle was won for the maintenance of the Union. The 
tariff sore, however, remained imhealed. And the contention 
of Hayne and Calhoun that the States had a right to secede 
from the Union still gripped the people of the South, and had 
some following in the North. The Democratic party was the 
instrament of the Southern idea ; the old Whig party, the prede- 
cessor of the present Republican party, was the instrument of 
the Northern idea. 
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Later came the slavery question, which stirred the South to 
the point of putting the Hayne-Calhoun contention to the test. 
That question, the right of secession, was settled by the Civil 
War— that question and the slavery question. 

^ With these two issues passed on to history only free trade, 
the original issue, survived the War as the big dividing issue be- 
tween the two parties. And now that question has been settled, 
in point of fact, throu^ the South itself becoming one of the 
greatest industrial camps in the Union— an industrial camp 
destined to become bigger than the North, vastly bigger, for 
the reason that it has the raw materials at its door, has lower 
living costs and is nearer to the centers of consumption. In this 
situation the tariff has no place in our politics. It is wholly a 
business question, and should be so treated. Standing out, how- 
ever, as the original issue between the two parties, it is still the 
fighting ground between them and to the shame of the Ameri- 
can people, who permit these two old parties to keep this great 
economic question under the sordid heel of politics. 

America is in a transition stage to-day. The whole world 
is in a transition stage to-day. America has cut loose from the 
conservatism of our fathers and dipped deep into the wilder- 
ness of radicalism. This is true in our politics, in our states- 
manship, in our social life, in our business life, in our point of 
view in all things. The change from a century ago has been in- 
sidious, revolutionary. The amassing of great fortunes, gen- 
eral prosperity, organized labor, the spirit of unrest, the spirit 
of Bolshevism, the love of play, the demand for short working 
hours, the general dislike for work — all these are represented 
in the new idea, in the spirit of the times. We must give ear- 
nest consideration to this change and square ourselves to our 
responsibilities. Good government is back of good banking, 
back of good business. There can be no safe banking without 
good government. There can be no safe business prosperity 
without good government, and it is our duty — ^your duty, gen- 
tlemen — ^to see to it that we have the right machinery to insure 
good government. 

America is the best living country in the world to-day, with 
its incomparable natural resources and incomparable opportuni- 
ties for human advancement. America is worth saving. If it 
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is saved, it "will be saved by you and by men like you ; if it is 
lost to the world as the foremost example of democracy, it will 
be lost by you and by men like you. 

Nothing succeeds without ownership interest in the manage- 
ment. This is as true of Governments as of business; as true 
of your Government as of your banks. If you want a good 
government you must pay the price that insures a good govern- 
ment. The price of good government in a republic means a 
deep personal interest in your government, the same serioxis in- 
terest you have in your business. The price of good govern- 
ment in a republic means work, means watchfulness, means 
giving the best there is in you to your government. The living 
of a life is a serious business. The life that absorbs frbm the 
world, gets everything it can out of the world, and gives back 
nothing to the world is not worth while. It is a flat waste of 
human force. 

A man may serve his government in many ways. Public 
service does not consist solely in holding public office. The or- 
ganization back of public office is in the public service quite the 
same as the Congressman or the Governor or the President, for 
it is the organization that puts him in office. Service in the or- 
ganization is fundamental and imperative in the life of a de- 
mocracy. 

The position you hold in your re^ective communities means 
more than being a good banker, means more than earning divi- 
dends for your stockholders. It means citizenship responsi- 
bility, means citizendiip service to your respective communities, 
means dtizmiship service to your coimtry. 


t 
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CHAMBERS OF COMMERCE 

Charles Nagd "was bom in Colorado County, Texas, in 1849, 
studied in the University of Berlin and Washington University, 
St. Louis, was admitted to the Bar in 1873 and was Secretary of 
Commerce and Labor in the cabinet of President Taft. This 
address was delivered at the exercises dedicating the new build- 
ing of the Chamber of Commerce of the United States, in Washing- 
ton, D. C., on May 20, 1925. Ibe speech of Richard F. Grant 
given on the same occasion is printed in Vol. IV. 

It must be obvious to you, as it is to me, that this is not a p<»- 
liticaJ organization. The Chief Justice will bear me out if I say 
that it is contrary to all political tradition to remember anybody 
for anything that he might have done, for a period of more than 
ten years. 

At the same time, the organization of this body did involve 
some political considerations. It may have been easy enough to 
find a secretary who would give patient ear to intelligent busi- 
ness men, eind to be persuaded of the need of this organization. 
But it was a rare fortune to have in the White House a Presi- 
dent who always gave patient audience to his secretaries, and 
who, after he decided, had the courage and will, to stand as 
President of the United States, for the idea that had been 
adopted. Without him, we could not have done it, although I 
want to be fair and say that not even after he had given the 
word — and I shall speak of only one man — ^if we had not been 
fortunate enough to think of Mr. Wheeler, and to have ap- 
pealed successfully to his patriotic spirit, in my judgment this 
organization would have died. 

More than that, I belong to that school of politics which 
does not believe that anything is created by the form in which 
it happens to be cast, or by the m^n or men who happen to pro- 
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mote it. No law can live, and no institution can survive, un- 
less the wills of those who are to be governed or who are to be 
benefited, are in favor of that institution. The truth is that the 
conditions in this country were ripe for a Chamber of Com- 
merce of the United States, and we were fortunate enough to 
recognize it, and to have a President who believed in seeing it 
done. 

What were the conditions ? Up to that time we were divided 
by the rale of self interest in this coimtry. The labor unions 
stood for one side, the merchants for another, industrials for 
another, agriculture for another, and each believed that its 
purpose must be to seek the greatest advantage for itself, re- 
gardless of the cost to the others. 

We were not unlike the illustration given by Sydney Smith, 
who is said to have walked through the streets of London with 
a friend, and, seeing two women talking violently at each other 
across the street, each leaning out of her particular window, 
stopped and said, “They will never agree.” When asked why, 
he said, “Because they are arguing from different premises.” 

That was our situation, and the idea of this institution was 
to organize the commercial and industrial forces of this coim- 
try upon an intdligent basis, for their own information, for 
the enlightenment of the entire commimity of this coimtry, and 
with a view to find rules of conduct that would permit them to 
prosper because those who were related to them in one way or 
another were equally prosperous with them. The purpose was 
to find a mutudity of interest in this coimtry, instead of per- 
petuating the eternal antagonism that had prevailed. 

Much water has flowed over the dam since then. Sometimes 
I hope that some of it has had the advantage of the clarif3dng 
process. 

We have had experiences in this ten or twelve years that are 
bound to modify many of our views. If the war has had no 
other good result, it has certainly forced us to think and to 
reflect and to amend many of the accepted rales of action which 
had up to the time of the War governed us. 

I feel safe in sasdng that the accepted rule of competition, 
as understood in those days, no longer controls as it did then. 
I feel safe in sa5dng that the popular prejudice against the 



202 


CHARLES NAGEL 


mere power of an organization no longer persists as it did, just 
as I believe that the most powerful industrial organizations of 
this country see more clearly now than they did then that the 
maintenance of their power depends upon the just and fair em- 
plo3anent of it. 

We have seen what competition may mean. We have been 
forced to accept the truth that no nation can prosper so long 
as a large percentage of nations lie low. We know now that tc 
carry on war is one thing, but to mend its consequences is an- 
other; and that in the last analysis, the prosperity of even our 
advantaged country must depend upon the ability of all the 
peoples of the earth to survive by their own means and their 
own methods. 

That is true in business. Competition has suffered some 
modification. Altogether, we have less confidence in the em- 
ployment of force than we had. We made war upon it. We 
have come to see that force, as a permanent power, is not safe. 
Repression — ^Yes. Every rule of conduct must be sustained by 
the ability to repress the few or the percentage that will not 
obey. But so soon as any statute or law depends upon the 
power of repression from day to day, so soon as any statute 
must be enforced against the great mass of the people all the 
time, in my humble judgment, it ceases to be a law. 

We like to trace our system of law to Great Britain — and we 
should. We could find no better source for inspiration as to 
how law ought really to be made, because Great Britain is the 
one country whose law was built upon the custom of the people 
by present consent. 

"Vi^at have we come to? We have embraced the belief that 
when a resolution is authorized to be printed, and is called a 
statute, it has becoqjp a law. It shoxdd be, but it will not be, 
until the will of the people is really behind it. We are not safe 
in assuming that a naturalization paper makes a citizen. It 
gjives him the right and the privilege to become one. We are 
too willing to take the form for the spirit, and that is the ex- 
planation of the over-legislation that has flooded our country. 

These are all questions in which you are perhaps more in- 
terested than any part of the community; but in the last analy- 
sis every citizen is interested in not having our statute books 
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loaded down with legislative promises which the executive 
branch of the Government cannot keep. 

President Coolidge said in his last message : 

Unless the desire for peace be cherished, all the artificial 
efforts will be in vain. 

He spoke of foreign affairs, but he struck a note which is 
universally true. Nothing is more true, to my mind, than that 
we are given to make resolutions, statutes, speeches, promises, 
and that we ought to learn to substitute conduct for speech. 
That is what we need in this country. If I were asked how to 
explain the imparalleled support that has gone to President 
Coolidge in the last year, I should say that it is precisely be- 
cause he, in his official conduct, has given most persuasive proof 
of the recognition of that simple fact, substitution of conduct 
for speech. 

That should be the motto of the Chamber of Commerce of 
the United States. Of course, this organization is interested in 
knowing what legislation is put upon the books. It is interested 
in preventing, at times, in amending at others, in helping to 
shape and formulate, yes. But it is, in my judgment, more 
interested in helping to mold a rule of conduct that will not in- 
vite any legislation. 

Lincoln said that he who molds public opinion will have far 
more influence than he who makes or enforces laws. That is a 
simple truth, but, as I have often said, we alwa}^ talk about 
Lincoln, and we do not live Lincoln ; and that is what we need. 

The Chamber of Commerce, in my judgment, has one of the 
great problems before it, in that it ought to seek to interpret 
and to impress upon its membership and upon those outside of 
its memberdiip rules of conduct that will invite satisfaction, 
and that will repd, of themselves, every attempt to regulate. 
That is a large contract, but it is the only salvation there is. 
We cannot win by simply resisting proposed legislation. We 
can only win by t^ing the sting out of the complaint, and leav- 
ing the challenger helpless and hopeless. That is the measure. 

I have believed that all organizations in this country should 
have more power and control over their own membership and 
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the conduct of their enterprises. We lawyers are permitted 
to appoint committees to pass upon the examinations for the 
admission of new members to the bar. The state gives us that 
much ri^t, or the courts confer that much authority. But after 
we have admitted the member, it makes no difference how seri- 
ous his offense, we have no power whatever to remove him from 
our midst, and in most states we must wait until some jury sees 
fit to disbar him. 

It is so in other professions. I believe that you in yotur 
capacity as a Chamber of Commerce should have more control 
and more incentive to demand that misconduct by which you 
are apt to be judged should be corrected, either by your own 
authority, or by a report made to the authority named by the 
state. The burden is upon you, because your good standing is 
at stake, and your reputation alwa}^ goes to the lowest level of 
the worst member. 

Mr. President, I ought to apologize for having gone as far 
afield as I have. Perhaps the fact that I have been sent back 
to my profession, and am trying to make a living at it, has 
created a natural disposition to undertake to advise. Please 
do not charge me with that. I am profoundly concerned. I am 
deeply interested. I build the greatest hopes upon this institu- 
tion. I would like to participate in the deliberations this eve- 
ning, and have as best I can, and I trust that anything I may 
have said may not have seemed to obscure the sense of grati- 
tude which I feel at being included in this ceremony. 
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City of the United Typothetae of America (employing printers 
and publishers). 

In Joel we read “Your old men diall dream dreams, your young 
men shall see visions.” Dreams are generally of Hungs of the 
past, visions are of the future. Dreams are truly for old men 
who have a past, while visions are for young men looking for- 
ward to the future and as there are admittedly nowadays few 
old people in business, we find most men as “children of the 
morning, looking forward, never back.” Experience alone is 
the look backward, the dream of yesteryear, which is useful 
only as it clarifies the vision of to-morrow. And these dreams 
of days gone by are not always of “fresh blown roses washed 
with dew,” but are generally nightmares of greed, distrust, cut- 
throat competition and of walking the plank into a sea of in- 
solvency to the diabolical laughter of a few successful survivors. 
But these visions of to-morrow are the reality of to-day when 
greed has yielded to generosity, distrust to confidence and cut- 
throat competition to constructive cooperation. He is asleep 
and is surely dreaming who says business is not done to-day 
on a better basis, for thinking men are awake to the fact that 
there is come to man a new vision. 
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It is not for me to blow a clarion blast of platitudes to as- 
sure you that you are with virtues and without vices, that you 
are of the angelic hierarchy, that the millennium is at hand just 
because you are not yoiu" own grandfathers. You are just as 
human as they were and you possess the same piratical poten- 
tialities but you also possess the same saving graces, which they 
suppressed but which business to-day requires as most essential 
for real success. And yet these Goigiven graces of yours will 
not grow of themselves, they must be cultivated like any vir- 
tue. But the glorious fact is that they are recognized and are 
desired. Am I picturing an El Dorado, am I speaking of some 
golden garden of the Hesperides ? No, gentlemen, I am on solid 
mother earth, I speak of facts, of demonstrable qualities in men 
which have raised their business methods from sordid purposes 
and have made them perform on a higher plane, not alone be- 
cause it profits them more in coin, but because of the satisfac- 
tion it gives to their very souls. 

I do not refer here to the awakened social consciousness of 
man expressing itself in charities, in lunch clubs and their kind, 
and I do not refer to an awakened civic consciousness express- 
ing itself in local chambers of commerce, where men of many 
interests work together for the common good, but I do refer to 
the awakened business consciousness, to mutual aid between 
what our grandfathers considered as enemies, to the final reality 
of what once seemed a ridiculous vision, to cooperation among 
competitors, made practically manifest to-day in the modem 
trade association. If time or space permitted, which they do 
not, I could give you testimony after testimony to show how 
the dreams of yesterday have faded imder the refreshing morn- 
ing light of to-day, of how the impossible has become the pos- 
sible, of how the ^er, nobler qualities of the business man now 
are profiting his pocketbook more and enriching his life’s ex- 
perience and soul’s growth. Let me touch on facts in the dream 
and in the vision. 


Dkeahs of Yestesdav 

The dream goes back to the medieval days when men found 
it necessary to protect their mutual business interests by the 
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formation of guilds in which an appeal alone was made to 
man’s avarice. The guilds made rules and enforced them to 
drive men into doing things. Their selfish purpose was their 
undoing, assisted by the introduction of machinery. Then 
came the pools of the last century with every man distrusting 
every other. Each man joined a pirate crew to fig^t other 
pirate crews and get away with as much personal swag as he 
could when his own crew was not looking. And when it was 
found that these methods based on primeval instincts were 
not successful, men sold their property and their souls to a 
heartless trust or combination which was the next step in the 
merciless methods of business. The nightmare now was at her 
worst. Then rose up the trampled public with a cry of wrath 
and the Sherman anti-trust law was passed in 1890, which is 
a not far distant date. Some men, however, had begun to 
appreciate as early as 1861 how despicable, how undesirable 
and how hopeless it was to fly at one another’s throats and so 
they began working together for mutual good in small voluntary 
groups representing an industry. The methods and often the 
motives of these early converts were not above cavil ; like the 
first brave souls of the dristian faith their ardor frequently 
outweighed their judgment, but they had seen the light, they 
had awakened from the dream, they had glimpsed the vision, 
they had the hope for a better, a brighter day. 

The vision of these early liberal pioneers of better business 
is now our real and rich heritage. And their hopes and their 
efforts have borne fruit because the roots of the idea are in 
the warm ground of economic necessity. The modern trade 
association as a business organization, a fact-finding body, a 
director of the course of commerce, appeals only to the stronger, 
better side of man’s natmre and gives to his business all those 
material and spiritual rewards which make his brief span of 
service worth while and satisfying. A trade association to-day 
may well be defined as a voluntary organization for the improve- 
ment of an industry, and its legitimate functions, without direc- 
tion as to use, are tte furnishing of information upon production 
and distribution of commodities and raw materials therefor; 
assistance in the technical processes of manufacture and the 
standardization of products; promotion of the general rise of 
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coQunoditics, and other forms of service which are helpful in 
the progress of the industry and of benefit to the public. 

When man opposes economic laws, he finds the result as 
qphemeral and unsatisfactory if not actually as ruinous as when 
he opposes natural laws. It is futile to hope by agreement to 
fix prices, to allocate territory and to limit production. An 
agreement, were it legal, might work for a short while but 
sooner or later it would meet its end because it is uneconomic 
and irritates human nature. It is an insult to a man’s intelli- 
gence and initiative and it robs him of that individual liberty 
of judgment and of action which is his inalienable right. The 
law now keeps him from thus doing harm to his business in- 
terests and he is coming more and more to appreciate the 
fundamental soundness of such statutory regulations and the im- 
portance of a knowledge of economic cycles of facts and the 
danger in their opposites, the cycles of personal delusions. 


Visions of To-day 

While the existence of the trade association is really a re- 
sult of the evolution of commerce, a reply to the insistent chal- 
lenge of the old inexorable law of simply and demand, that 
keystone of the economic arch between producer and consumer, 
yet much credit is due the business man who appreciates the 
value of his heritage and is proving faithful to its principles. 
Although it might seem that the business man is merely accept- 
ing inevitable forces which he must incorporate in Ms prin- 
ciple of procedure, yet through the progress wMch I have seen 
trade associations and individual members make in the last 
decade I do daim that the busines man is to be commended 
for Ms willingness, yet his eagerness, to accg)t and practice the 
better tenets of commerce. 

As these trade associations increase their usefulness as bu- 
reaus of fact-finding, economic research, giving members in- 
formation upon wMch to predicate their actions and showing 
them the established ebb and flow of market conditions, so will 
business and its methods keep on improving. Destructive com- 
petition and all its corollary disasters to producer, distributor 
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and consumer are not due so much to the inherent vidousness 
of business men as to their lack of true facts. Give a man the 
truth and he will generally do right. The trade assodation 
fumidies these true facts and advocates high prindples and so 
is a compdling power for good and is strong in that its very 
being and motives are the self-expression of business members 
themselves. 

The dreams have faded, the dawn has blown to fullest day, 
and the new vision of business is here, vitalizing and spiritual- 
izing the service and the reward of business men. 
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William Henry Nichols was one of our chief representatives of the 
union of science and manufacture. Bom in Brooklyn in 1852, 
graduating from New York University in 1870, he was after that 
time constantly engaged as manufacturing chemist, copper refiner 
and smelter and as head of great corporations including the Nichols 
Copper Co., the Allied Chemical and Dye Corporation and the 
General Chemical Co. He was incorporator and president of 
the American Chemical Society and has been member of many 
scientific and engineering societies. He was awarded honorary 
degrees from many American Universities and decorations from 
foreign Governments. This address, dealing with the part which 
chemists may play in the great task of world reconstruction, was 
delivered before the American Chemical Society in May, 1919. 

In accordance with the plans outlined by the Council at its De- 
cember meeting, the Spring meeting of this Society, now be- 
ginning, will devote itself in particular to questions of recon- 
struction facing us at the termination of the most destructive 
war that the world has ever seen. The solution of these ques- 
tions will influence for good or evil the next century of the 
world’s history. The chemist will have a very responsible part 
not only in the discussion, but in the work which will follow ; 
and it is, therefore, with feelings of earnestness, soberness, and 
^gerness that we should approach the deliberations of the com- 
ing days. In all human probability, it will not be long before 
terms of peace have been agreed upon, and peace itself take the 
place of the unspeakable horrors of the years since August 1914. 
During that period, every public and private interest has been 
subordinated to the one question of winning the war for right 
and justice, thereby providing the firm foundation on which to 
build for the future. All over the world, civilized and uncivil- 
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ized, there has been derangement beyond conception, and the 
first part of the reconstruction problem is to get back as soon as 
practicable to an approximation of the conditions of five years 
ago. Aside from the impossibUity of restoring the millions 
of human lives which have been lost, and the other millions 
which have been tortured, and homes made desolate, the ques- 
tion, wanton and otherwise, of untold billions of dollars of 
property, cannot be adjusted by resolutions to be good in the 
future, even though regret for the past be honestly felt by the 
chief sinners, which I fear is not the case. The property has 
been destroyed and most of it can never be replaced, but out 
of it all has come the victory of liberty and freedom, the fruits 
of which if wisely directed will bring a new and better era to 
the world. Conversely, if directed unwisely or selfishly, we will 
have a new era just lie same, but one which may put civiliza- 
tion back a htmdred years. 

We will be falling short of a proper rmderstanding of the 
difficulties and needs for reconstruction if we consider the task 
simply of putting back what has been displaced. We might 
just as well meet the matter fairly and squarely by recognizing 
at the outset that the world can never go back to where it was 
five years ago ; too many things have happened in the interval, 
and too many thoughts and ideas have been in process of de- 
velopment during the preceding fifty years. A revolution has 
taken place, none the less effective because so much of it has 
been below the surface. It is perfectly true that a number 
of pressing matters on which the very life of the people depends 
must be settled, at least temporarily, before we can begin to 
live even ordinary lives, but we must not deceive ourselves 
with the thoui^t that having temporarily settled these matters 
the whole question is out of the way. Let us set ourselves to 
briefly consider some of the forces t^t have been at work dur- 
ing the last half century, with the knowledge that whatever 
form of reconstruction the future has in store, these things can 
not be left out of our calculation. Let us look at a few of the 
elements of this quiet revolution, in order that we may not be 
taken unawares at a later period by the inrush of some crush- 
ing force of whose existence we were wholly ignorant. 

Enormous sums have been added to public debts during the 
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last five years, but -we must not forget that during a long pre- 
ceding time this condition of mortgaging the future has been in 
somewhat steady and continuous practice. I have seen it esti- 
mated that public debts of countries and municipalities to-day 
exceed $315,000,000,000. I do not know how correct that esti- 
mate is, but I imagine it is below rather than above the mark. 
That is what the future has got to pay for what the past, in- 
cluding this terrible war, has done for it. Any honest consid- 
eration of reconstruction must contemplate a gradual lowering 
of this terrible debt, and its ultimate extinction. We have used 
a large part of our assets, and have gone in debt doing it — 
not good business practice you will agree, but one in keeping 
with age-long traditions. 

An unknown force confronts us in this country by the grad- 
ual growth of sentiment which has resulted to a large degree in 
giving the vote to women. The question is not whether they 
are qualified to vote, but rather what will they do with the vote 
and what effect will it have on our public life? As far as we 
have gone, it does not appear to have produced any startling 
changes in results, but I am not so sure that it will not eventu- 
ally produce changes that will surprise us. Whatever the effect, 
it is a new and a little understood question, and must be taken 
into very careful consideration. Allied with this is the forced 
necessity of employment of women, in many instances to do the 
work previously done by men. Our experience of this phase 
has not been nearly as extensive as that of some of our allies, 
and yet the question is here, and has got to be considered if we 
are to make correct diagnosis of the future. 

Employers of labor have realized for a long time that they 
have a problem to solve which is not an easy one. It is per- 
fectly clear that we have passed the stage of public enlighten- 
ment which justified the employer, in his own mind at least, in 
looking upon his workmen as so many hands. It seems likely 
that the swing of the pendulum has carried it to the other side 
in which labor feels its ability to lead rather than follow. One 
of the greatest problems in the reconstruction period will be 
to find the point where both sides (if we can properly use that 
term) are fairly and justly treated. We have accustomed our- 
selves too much, I think, to consider the rate of wages paid to 
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workmen as differentiated from the results the payment of a 
dollar will produce. We have got to learn, if we have not 
already done so, that labor efficiency is of much more impor- 
tance than the rate of wages. The problem, therefore, must be 
solved not by one side yielding to the other, but by both meet- 
ing on terms of mutual friendship and imderstanding, so that 
the employer can pay the largest possible share to labor which, 
on its part, is rendering the largrat possible amount of return. 
When this happy state is reached, it will be found, in my opin- 
ion, that labor in this country will receive higher reward than 
anywhere else in the world, and the employer of labor will at 
the same time be able to compete any country in the 
world. 

A careful study of this question cannot be made without due 
consideration being given to the change in the character of our 
population within the last fifty years, rendered inevitable by 
the large influx of immigrants, many of whom have remained 
to become incorporated into our body politic, but many of 
whom, I fear, have not lost the old world notions which th^ 
brou^t with them and which they strive, by unlawful methods, 
to force upon the freest people on the planet. 

One of the recent questions which has unsettled our minds, 
as much as almost any other, has been the apparent necessity 
of the Government mlting over the management of railroads 
and other public utilities. While this was done doubtless as 
a war measmre, although it bad been long in the air, there is 
an overwhelming feeling that we have had enough of it. This 
is a question which must be decided promptly and for all 
time. It does not stand alone, but is part of a larger question, 
namely, whether ours shall be a government “of the people, 
by the pecqple, and for the people” or something sadly dif- 
ferent. 

For many years, there has been a feeling, shared by a small 
but req)ectable minority, that the manufacture and sale of aU 
alcoholic beverages should be prohibited. Suddenly, and to the 
surprise of the coimtry, our Constitution has been amended to 
that effect, and whether it be the will of the majority or not, 
prohibition is in sight. This is no place to discuss the morals of 
that question, or whether light wines and beer should be ex- 
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cepted. It is the place, however, to point out that alcohol has 
many uses of great importance entirely aside from its occur- 
rence in beverages. It is essential in so many of the arts and 
manufactures that a list of them here would be tiresome, even 
if it were not already well known to you. To any one not 
familiar, I recommend a study of an excellent chart prepared 
by the Industrial Alcohol Company. I hope that in the recon- 
struction period, no legislature can be fooled into forgetting this 
fact, or making it more difficult for the chemist and manufac- 
turer to obtain at reasonable cost this highly important raw 
material. 

We have heard much in recent years on the general subject 
of conservation of natural resources, including the utilization 
of our water powers. This has had the effect of bringing the 
Importance of this question more or less to the attention of a 
great many people, but it has not yet led to a thorough appre- 
ciation of the vital importance of dose attention to making the 
most of what we have left, after the extravagant uses to which 
we and our forbears have made of these resources. Petro- 
leum, natural gas, anthracite coal, forest products, and ores of 
all kinds, hitherto considered to be inexhaustible, we now realize 
have very dedded limits. Most of these when once taken from 
the ground can never be replaced, but this is not true at least 
of our forests or our water powers. Yet what have we done to 
replace the tremendous waste which our utilization of our for- 
ests has witnessed? In our reconstruction of the future, we 
diould not only see to it that we use no ores or fuels wastefully, 
but that our forests should be regularly and methodically re- 
planted and, thus, dimatic changes prevented, while forest 
products are produced suffident for all needs. 

Particular attention should be paid our magnificent stores of 
sulphur which, in spite of apparent abundance and cheap pro- 
duction, should be conserved to the extent that they should not 
be used where any other form of the element, such as pyrites, 
blends, etc., can fulfill their functions. At this stage of knowl- 
edge, the world should be too intelligent to wait until it has 
used up its resources before it awakens to the fact that the dam- 
age has been done, and nothing is left but to mourn. The re- 
construction period will see a great deal done in lines of con- 
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sarvation, and it is on these lines in particular that the chemist 
will find his opportunity. 

We hear a great deal about the unrest of the masses which 
comprise many of the workers, and much fear is entertained 
about what this will lead to. There are various reasons for 
this unrest, and some of these point to unfairness of certain 
employers of labor, particularly in the past. There is some- 
thing in this, but not as much as many suppose. The condition 
of the worker and his reward have been steadily improving for 
as long as I can remember, and yet we hear of unrest. You 
ask why, if the present system results in continuous improve- 
ment, should it be changed for something which, as far as evi- 
dence shows, produces nothing but sorrow and destruction? I 
think the answer to the question will be found in the propa- 
ganda of men and women who can make an easier living by 
talking than by working. During the reconstruction period, 
we must learn how to prove conclusively that our present civili- 
zation is based on justice and equity for all and thereby nullify 
much of the eloquence of the professional agitator. 

There are many conditions, not enumerated, that have been 
quietly developing dtuing the past fifty years, but I have cited 
enough to indicate the size of the task before us. It is a man’s 
job. All can help who will, by the practice of very old virtues, 
which never need reconstruction, such as thrift, prudence, and 
regard for the rights of others. But the chemist can do all of 
these and much more, which no one else can do. Let him think 
of the factories to be run on constantly improved methods, the 
farms and enterprises of all kinds to be made more productive, 
the wonders to be unbarred by research, the futime of the whole 
world to be ameliorated and broadened by his discoveries, and 
he may well fed proud of his profession. Joined in a great 
society like this, with twdve thousand of his fdlows, no ta^ 
should daunt him. He has not failed hitherto; he will not 
fail in performing his unique and absolutdy essential part in 
solving the problems facing the world. 
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CHARLES DYER NORTON 

ENTHUSIASM 

Charles Dyer Norton was bom in Oshkosh, Wisconsin, in 1871. 
He graduated from Amherst in 1893 and was with the North- 
western Mutual Life Insurance Company in Chicago from 1895 
to 1909. He was Asst. Secretary of the Treasury from 1909 to 
I9ri and Secretary to President Taft igro-i9ir. From igri 
to igrS he was vice-president of the First National Bank of 
New* York. He was president of the First Security Co. of New 
York, director in many important corporations and trustee of 
many educational and philanthropic foundations. Bom in Wis- 
consin, educated in New England, in business for fifteen years 
in Chicago, for four years a member of the administration in 
Washington, Mr. Norton, in both the geography of his career 
and the variety of its interests, was not untypical of the New 
York man of affairs. He died in March, 1923. This address 
was delivered to the agents of the Northwestern Mutual Life 
Insurance Co., in Milwaukee, Wisconsin, July, 1904. 

Have you ever looked into a dictionary to learn what the word 
‘'enthusiasm’^ really means and is? In the old Greek sense it is 
the visit of a god — Bacchus preferred. To be enthusiastic, is to 
permit the divine fire to flow throu^ one’s veins. It is an af- 
fair of the heart. The mind grasps certain facts ; reason draws 
^:ertain conclusions and imagination binds them like faggots into 
A torch, and lights them with the fires of enthusiasm. In that 
genial glow, the heart warms. Faith and hope revive. Energy 
takes command. The impossible becomes possible. Mort^ 
men become heroes, and the work of the world is done. 

There is, however, another phase of enthusiasm. John Bun- 
yan, the peaceful conqueror, was an enthusiast, but so was the 
cruel inquisitor of Spain. Sir Philip Sidney was an enthusiast, 
but so was Captain Kidd. Enthusiasm for his art inspired Leo- 
nardo da Vinci, when he painted the Last Supper, at Milan, 
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and the French soldiers destroyed it TOth eqiial fervor. En- 
thusiasm has lured bankers, honest and able bankers, to de- 
struction. A wise and effective business man will not permit 
enthusiasm to constantly possess him. He will pass hours in 
careful study of facts. He will satisfy his judgment to the ut- 
termost. He will give ample opportunity to others to do the 
same, and if the same facts fail to inspire others, he will ex- 
amine them more closely and see whether his judgment has 
erred. 

I do not wish to go too far afield for a comparison, but I like 
to think that in the ripbuilding of these life insurance companies 
of ours there is going forward a communal movement similar 
to that which eight hundred years ago, in France, resulted in 
the erection of the great Gothic cathedrals. For centuries those 
majestic churches have stood guard over the villages and cities 
which created them. We know very little of the men who 
planned them, but we know that they were the leaders of their 
time, just as the foremcst men in the business world to-day are 
managing these great insurance companies. We know that 
there was immense local pride and rivalry. We know that to 
the common project the artisan gave part of his time every 
year; the farmer gave a part of his yearly crop, just as to-day 
almost every American home is contributing to the upbuilding 
of these great institutions of ours. 

We know that no architect in the early Gothic period fore- 
saw the triumphs that were to come to his successors. The 
principles of the art were worked out in actual e^eriment, 
until it was found that such glorious structures as Amiens and 
Chartres and Rheims were possible. In time the lofty pillars 
of the nave stood like a forest of elms carved in stone; the 
soaring spire became the embodiment of human hopes; the 
rose window radiated a ^ory which no modem glass-painter has 
ever equalled. 

The people came to pray and lingered to exchange the news. 
Children, tired of play in the open square, would steal into the 
cool shadows to watdh the pencils of dancing sunlight Wid- 
owed women, in the extremity of grief and weakness, sou^t 
consolation there, as they &ced the tmcertain future, for death 
spdied disaster in those old days. Old men came, in the eve- 
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tiing of life, to gaze at the mighty pillars, into which they had 
poured their young strength. 

Some of these cathedrals have not endured. Some, even now, 
after the lapse of centuries, are yielding to slow time and decay, 
and some are standing as they will stand for unnumbered cen- 
turies to come, firm as the hills— a true and noble type of all 
that is finest and most enduring in human endeavor. 

We, too. gentlemen, are builders ; stone by stone we have seen 
the great structure of our Company rise under the direction of 
master hands. Our architects have not sought for size, but en- 
during strength with which to span the centuries ; safety ; tra- 
ditions of conservation so strong that they become iron, if un- 
written laws, in the very constitution of the Company itself. 
Steadily, year after year, they have selected the better material 
and rejected the worse, until two hundred thousand of the 
sturdiest and most conservative homes in America are vitally 
interested in this great structure. 

Stop a moment and think of that widow, kneeling in the great 
Frenci cathedral eight centuries ago, her sorrow embittered by 
the consciousness of a future of actual toil in the field, and 
think of the American mother, in that same tragic situation to- 
day, her home protected by a magnificent communal institution, 
which, though invisible, dominates modern society, as the cathe- 
drals tower over the ancient villages of France. Consider what 
it will mean, when the time comes, as come it must, if we are 
faithful to our duty, when every American home will be so pro- 
tected. Consider the effect upon the Republic when no home is 
destroyed by unexpected death, when no boy is deprived of the 
education for which his father planned, when no girl is thnist 
into a sordid situation in the struggle for existence. 

Think of these things for a little time, and if your heart 
grows warm, if a current flows throu^ your soul, transforming 
the carbon of everyday routine into a glowing radiance, 3 deld 
to that inspiration, gentlemen, for that is the true enthusiasm 1 
It will gain you a hearing from the most inert. It will win you 
honest victories, and make you desire none other. It will bring 
you joy in your work. It will double your efficiency. It wiU 
transform you from the man you are into the man you wish 
to be. 



JOHN BAKER OPDYCKE 

THE RELATION OF LITERATURE TO ADVERTISING 

Mr. John B. Opdycke is well known as an author under the pen 
name of “Oliver Opdycke.” He has written on advertising and 
business. We print a portion of an address before the Educa- 
tional Section of the invention of the Associated Advertising 
Clubs of the World, at Philadelphia, June, 1916. 

Fra Elberttts once Hubbardi^ in this fashion: “All adver- 
tising is literature ; all literature is advertising.” It is not per- 
mitted here to prove this dictum fully, but it is only the hour, 
not the difficulty, that forbade. Its truth should be self-evident, 
but to many connected with high schools it is not. A word in 
elaboration cannot be resisted, therefore. 

Advertising has always appropriated the best, the cleverest, 
the most salient from literature. 

Literature has likewise plagiarized from advertising. 

Really, literature is diluted advertising, very forbiddingly 
dilutea sometimes — ^for advertising gets read and literature 
doesn’t, alwa3rs. 

Many times, when literature is read, it is the name of the 
author that attracts, or the conscience of the reader that forces, 
not by any means alwa3rs the literary content of the book. 

But advertising is read for its phrase-worthiness ; it is anony- 
moxis ; it is literatture in essence or extract, undiluted, pure. 

Every bill-board is a book in capsule ; every book is reducible 
to a poster. 

Ours is a tabloid time as well as a paradoxical period. This 
is why so much of our literature is so “advertisy” in tone and 
character; why so much of our sales literature is so romantic 
and even poetic! There has been a growing together, a tend- 
ency toward, between the two, all rmconscious and coincidental, 
doubtless. 
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It -would seem as if “Kultur” had sent an angel down^ com- 
merce, a mortal up; and from the traffic in mid-air there had 
developed a new tongue. 

This similarity between the English of Literature and the 
English of Advertising and Selling is startlingly true of the 
present. 

There has been a concurrent renaissance in literary and busi- 
ness expression in our own time, bom and bred of the restless, 
nervous character of our life. 

The spirit of an age -was never more highly reflected in its 
expression than at present. Wilde, Bennett, Galsworthy, Shaw, 
Chesterton, O. Henry— who are these but advertisers and sell- 
ers? Brisbane, Hubbard, Eaton, Schulze, Feland — who are 
these but modem litterateurs? 

The one group writes about people and problems; the other 
about people and products. 

The expression of the one grot^) has pith, point, perfection 
of paradox, staccato lightness of touch, exquisite debauchery 
of verbal connotation, and crystal-dear directness; so has the 
expression of the other. 

The one is as dynamic, as porcupine, as “close-up” (to use a 
photoplay term) as the other. 

And all of these -writers are so electrifying that one cannot 
tell for the life of him whether he would rather -write adver- 
vertising as Shaw -writes literature, or literature as Shaw -writes 
advertising! 

Take Wilde’s word to artists, “Create life, don’t copy it.” 

Take Shaw’s “tersity,” placed on the tongue of Napoleon, 
“Be everybody’s ser-vant under cover of being everybody’s mas- 
ter.” 

Take Chesterton’s quip, “A title is an extinguisher ; a coronet, 
a hiding-place.” 

Take the folio-wing literary adagraph from O. Henry: 

There is a hotel on Broad-way that has escaped discovery by the 
summer-resort promoters. It is deep and -wide and cool. Its rooms 
are fini^ed in dark oak of a low temperature. Home-made breezes 
and^ de^-green dirubbery give it the ddights without the incon- 
veniences of the Adirondacks. One can mount its broad staircases 
or glide dreamily upward in its elevators, attended by guides in brass 



LITERATURE AND ADVERTISING 221 


buttons, with a serene joy that Alpine climbers have never attained. 
There is a chef in its kitchen who will prepare for you brook trout 
better than the White Mountains ever served, sea food that would 
turn Old Point Comfort — by Gad, sahl — green with envy, and Maine 
venison that would melt the official heart of a game warden. 

Take a thousand and one other similar lozenges of literature 
of this very time, and you cannot help sensing the smack and 
savor of the stuff that advertising is made of. 

They are exactly the same in quality as the clever advertising 
and sales slogans, so persistently around and about us that we 
xmconsciously incorporate them into our written and spoken ex- 
pression. They differ only in motive and position. 

It is a far call from the epigram of Shakespeare to the pepi- 
gram of Hubbard, yet, were the clarion sounded, there would 
be a well-deserved shock for those academic agonizers who in 
high-brow molto fortissimo condemn advertising and selling as 
conducive to down-at-heel form of expression and unidealistic 
content for expression. 

Such sales literature, for instance, as ^^Character and Cars,” 
that masterpiece of automobile advertising written by Hub- 
bard for Chalmers, reads quite as absorbingly as much litera- 
ture. The management of the subordinate sales motif — ^the 
automobligato — ^makes it a subtle, artistic, elusive piece of work, 
and one difficult of attainment. 

It is far simpler and easier to write a strai^t story, certainly, 
than to write a story with an underlying sales exposition and 
argument woven in and throu^ and about it, that must serve 
as the telling and the selling point at the same time that it 
entertains and instructs. 

The straight, simple story may deceive and emotionalize; the 
sales story must achieve and commotionaJize. 

To-day the copy-writer who turns to literature for assistance 
and guidance is quite as wise as the author who is not too proud 
to take a lesson or two from advertising and salesmanship. 

Protruding from advertising pages everywhere are stalactites 
and stalagmites of word and idea that point penetratingly up- 
ward and downward, forward and backward, into literature. 

Embedded in all literature lie rich mines of advertising and 
sales expression awaiting discovery. 
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THE PORT OF NEW YORK 

Eugene Harvey Outerbridge, merchant and director of many cor- 
porations, was President of the Chamber of Commerce of the 
State of New York 1916-17 and was for several years Chairman 
of the Port of New York Authority. He was bom in Phila- 
delphia in i860 and has been engaged in business in New York 
since he was a boy of 18. He has long been recognized as a 
most accomplished speaker. This address on the great port of 
New York was delivered at Newark, N. J., April 25, 1922. It 
was at once sent by radio WJZ on a long journey about the world. 
The public speaker has long been able to command the attention 
of an immense number of readers through the newspapers. In 
the future it seems likely that the actual tones of his voice will 
through the radio, reach a still wider audience. Another speech 
by Mr. Outerbridge is given in Volume III. 

Fellow Citizens : — Broadcasting great distances by radio 
marks so big an advance in the arts and sciences which con- 
tribute to the advancement of civilization that the use made of 
it should be commensurate with its value and importance. 

We Americans are rather prone to accept these great achieve- 
ments as a matter of course, without making any great stir or 
without organizing ourselves to properly celebrate such things, 
as would certainly be done almost anywhere else in the world. 

I have been asked to talk about the Port of New York; that 
is a big enough and important enough subject to everyone 
within reach of my voice to justify the use of this great inven- 
tion as the means of telling the story. 

^ It is probable, however, that a large majority who may be 
listening have no realization at the moment that the Port of 
New York has a personal significance to them and touches in- 
timately the home life of everyone. 

Everyone knows the City of New York as a sort of magnet, 
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exercising an irresistible attraction to people all over the coun- 
try to come and pay a visit whenever they can. All who have 
ever been here and many who have only heard of it have a ro- 
mantic appreciation of its attractions. It is recognized as a 
unique place. The Port of New York is little known but is not 
less romantic or unique. 

The word “port” is generally regarded as synonymous with 
a single harbor on which is situated some single city. The Port 
of New York, unlike any other on this continent if not in the 
world, has not less than six distinct harbors — ^the Lower and 
Upper Bays, Newark Bay, Jamaica Bay and Flushing Bay and 
Raritan Bay, each one almost as large as any ordinary harbor, 
and all connected by a series of sheltered waterways which 
together furnish shore lines about 900 miles in length, and the 
Port District embraces 105 separate municipalities, of which 
about half border directly on some portion of the waters of 
the Port. One of these municipalities is Newsurk, with about 
420,000 population, where this splendid broadc^ting station is 
located. 

Traveling ten hours a day on a vessel of ten knots speed it 
would take eight days to merely coast along the shore lines of 
the waters of the port, or the average time of a fast trans- 
Atlantic steamer on a voyage to Europe. If stretched out along 
the Atlantic Coast, New York’s waterfront would reach almost 
from Charleston, S. C., to Boston, and in a westerly direction 
on £in airline, it wordd extend from New York to a point more 
than zoo miles west of Chicago. 

Such a trip discloses a variety of scenes of commercial and 
industrial activities that are both amazing and entrancing. The 
Island of Manhattan furnishes its wonderful skyline with the 
architectural beauty of its great buildings. The shores of the 
Hudson and East rivers on each side are like a checkerboard 
with piers, industries and shipping, and at many other points 
great industrial establishments, railroad termini and steamship 
ber things show activities on a bewildering scale, for it must be 
remembered that more than half of the total commerce of the 
nation passes through this its chief gateway, and the produc- 
tions of its industries equals 10 per cent of the total manufac- 
turers of the entire United States; that over seventy-five nul- 
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li o T^s of tons of frei^t enter, pass through and leave the Port 
by railroad transportation every year; that forty-five million 
tons enter or leave by steamships every year; that an ocean 
steamer enters or leaves the Port every twenty minutes during 
daylight hours every day in the year, and yet as our little 
steamer passes on our vo3rage round the Port we come to green 
pastures and wooded hills and sandy beaches and miles of 
available waterfront land, which, when developed and furnished 
with land and water transportation facilities properly related to 
each other, will be capable of handling many times the volumes 
of domestic and foreign commerce e:q)ressed in the figures above 
referred to. 

But some one will ask how does all this affect me and come 
into my home life ? 

In the first place, it requires more than fom: million tons of 
food products alone to supply the eight million people in the 
Port District and this population is increasing rapidly every 
year. In addition, all of the materials for housing, clothing 
and completing the home life of the people have to be produced 
and supplied for their needs. 

Few people have stopped to think where the vast supplies 
come from that are purchased and consumed by the ei^t mil- 
lion people in the Port District. Few people outside the Port 
District realize what an immense and constant market these 
needs produce for the products and activities of the people of 
the rest of the country. 

The district consiunes two million six hundred and seventy 
thousand quarts of fluid milk per day, equal to nearly one bil- 
lion quarts per year, and this is the product of approximately 
four hundred and twenty thousand cows from forty thousand 
different dairy farms. 

Ne^ly one-half a million pounds of butter is needed daily, 
and ^this is drawn from the following states named in the 
ord^ in which the quantities come — ^Minnesota, Illinois, Iowa, 
Ne^araska, Ohio, Wisconsin, New York, Indiana, Michigan, 
Casnada. 

»*Ihe consumption of flour in the district in the year 1920 
Was one billion four hundred and eleven million two hundred 
thousand poimds, and to produce the amoimt of wheat from 
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which this was made, approximately two millions of acres of 
grain fields were required, the Middle West supplying all of this 
commodity. 

Of fredi meats, excluding poultry, the consinnption in 1920 
was nearly one b^ion pounds. 

Of white potatoes, the receipts in 1920 were over seven hun- 
dred and thirty-three million pounds, and of other vegetables 
about seven himdred and fifty million pormds. 

Receipts of live and dressed poultry were over two hundred 
and fifty-six million pounds. 

Dried fruits over fifty million pounds. 

Dried peas and beans seventy million pounds, and of eggs 
over one hundred and fifty-six million dozen, making an aver- 
age daily consumption of over five million eggs. 

This huge supply comes from more different States in the 
Union than does the supply of any other one commodity. The 
following are the principal soxirces in the order of their im- 
portance: Illinois, Iowa, Indiana, Ohio, Missouri, New York, 
California, Termessee, Kansas, Pennsylvania, Kentucky, Texas 
and Michigan. Illinois sends one-fifth of the total supply and 
Iowa and Indiana each about one-half as much as Illinois. 

It will therefore be seen that whether one is a resident and 
consumer in the Port District or producer or dealer in the vast 
regions of the country to the West and South, these great needs 
and this great market directly or indirectly affect the business 
and prosperity of all. 

Furthermore, the prices which the process of trade establish 
in this great center have a powerful influence upon prices 
over much of the country. Again, the standards of style and 
quality that are established here exercise a potent influence all 
over the country, in small towns as well as in large cities. 

It is well known that the women of the country like to fed 
that their hats and doaks and suits bear the labd of one of the 
well-known New York establishments, and the buyers of the 
western wholesale and retail stores are alive to the value of such 
trade-marks. 

Trade and commerce, like flowing water, seek the channels 
of least resistance. The valleys of the Mohawk and the Hud- 
son River furnished the easiest natural traffic route from the 
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West and the Great Lakes to the Atlantic seaboard. This 
was recognized in the earliest period of our railroad building 
and by the State of New York when it built the Erie Canal. 
Now the State of New York has completed the great Barge 
Canal, a splendid waterway with modern terminals and at its 
seaboard end in the Port of New York a great two million- 
bushel elevator for grain. New York puts this great water- 
way at the disposal of the nation free of tolls. 

It is therefore throu^ the combination of so many natural 
economic advantages that this has become the great port and 
the great consuming and distributing market of the nation. 

The natural advantages were so extensive that for many years 
no one seemed to appreciate the necessity for any particular 
form of planning for the continued use of them, but with the 
advance in science and invention and the changes in the methods 
of transportation and with the unparalleled growth and e^an- 
sion which has created congestion at some points, it has made 
necessary the planning of a comprehensive and scientific sys- 
tem for the terminal operations of the Port, in order that sav- 
ing in time and money may be effected in the handling of busi- 
ness and in order that the needs of an expanding population 
within and without the immediate Port District may be 
promptly and efficiently taken care of, and especially in order 
that the cost of living and of doing all business in the Port may 
be reduced to the most economical unit. The States of New 
York and New Jersey have realized their responsibility in this 
matter, and on April 30, 1922, entered into a compact, subse- 
quently ratified by the Federal Congress and approved by Presi- 
dent Harding, creating the new Port District and establishing a 
Port Authority for its future development, and in March, 1922, 
the two States adopted the comprehensive physical plans recom- 
mended by the Port Authority. These plans will mean ulti- 
mately an expenditure over a period of years. 

Changes in methods and customs, improvements and econ- 
omies by a better coordination of existing facilities, and the 
creation of new and improved facilities will be developed grad- 
ually so as not to dislocate business as it must be carried on 
from day to day. 

I hope I have shown in these remarks that the Port of New 
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York is not a matter of local interest only to tkose in the Port 
District but of tremendous interest to the business people of 
the greater part of the nation; so also these great plans which 
the States of New York and New Jersey have now officialized 
for the scientific and economic development of the future of 
this great port should command the sympathy and the interest 
and support of the vast number of people who will share in the 
benefits to be accomplished. 

The proper development of the Port of New York is in- 
deed a problem of national importance and the Port Authority 
will be glad to furnish information regarding the plans to whi<i 
I have referred if a request is addressed to ii Broadway, New 
York. 

We should be pleased to hear from the business men and pro- 
ducers and those generally interested who are listening in to- 
ni^t. 
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SAMUEL REA 

AMERICAN TRANSPORTATION 

Samuel Rea was bom in HoUidaysburg, Pennsylvania, in 1855 
and began his connection with the Pennsylvania Railroad in 1871 
as constructing engineer. Except for an intermission from 1875 
to 1879 when he was connected with other railroads he served 
continuously on the Pennsylvania Railroad until his retirement 
from the office of president in 1925. The following address is 
an interesting and authoritative survey of the great business of 
transportation in the United States. It was delivered before 
the American Society of Mechanical Engineers at its National 
Regional Meeting held at Altoona, Pa., October 6, 1925. 

I DEEM it an especial honor to speak before this distinguished 
body upon the development of the transportation industry of 
our country. The growth of American railroads, the unrivaled 
perfection which they have reached, both in standards of con- 
struction and performance, and the part which they have played 
and are playing in the progress of the Nation, rank among 
the most important achievements of the engineering professions 
— achievements, moreover, to which every branch, civil, me- 
chanical, electrical and chemical, has contributed its share. 

In equal degree the history of our railroad evolution and 
growth stands as a preeminent tribute to the foresight, courage 
and enterprise of American business men, financiers and the in- 
vesting public, because their functions in the creation of our 
matchless rail highways have been no less vital and fundamental 
than have those of science and the technical professions. 

The hundredth anniversary of the establishment of trans- 
portation by steam railroads is being celebrated this year in 
England. The date usually fixed for the initial operation in 
this country is 1827, so that the American railroad industry is 
now 98 years old. My own personal experience dates from 
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1871, a period of 54 years. It has, therefore, been my privilege 
and opportunity to have observed, in active service, the prog- 
ress and advance of transportation during more than half of 
the entire world history of railroad development, and that 
period, of course, covers far more than half of the evolution of 
steam railroads into the hi^y perfected instruments of public 
service which we know to-day. 

I may add, as perhaps an interesting reflection upon how fast 
the world moves and how much can be compressed into the 
experiences of a single lifetime, that I completed a quarter of a 
century of railroad work before motor cars were ever heard of 
by anyone except a few experimenters who called them “horse- 
less carriages,” and over one-third of a century before flying 
by mechanical power was an}dhing more than a dream which 
most people thought impossible of realization. 

After the progress I have seen with my own eyes, merely in 
the transportation field alone, I would consider any m an ex- 
tremely rash who would attempt to set a limit to the possible 
further achievements of the engineering professions and of 
science in general toward the continued advancement and bet- 
terment of humanity. 

The subject which has been assigned to me, “American Trans- 
portation,” covers so vast a scope that in a brief talk it is pos- 
sible to do little more than merely touch upon the most out- 
standing facts and indicate a few of the principal milestones in 
the road of progress. 

While it is true that railroads had their start in England, 
they have had by far their greatest and most important de- 
velopment here in the United States. Indeed, the story of 
American railroads has been written large and boldly upon 
practically every page of our Company’s history ; while as fac- 
tors in the economic life and advancement of the people, and in 
our national progress, the importance of the part which they 
have played has not even been approached by the railroads of 
any other nation. 

The total railway plant of the world embraces at the present 
time something over 600,000 miles of line. Of these, some 
260,000 miles, or not far from 40 per cent, are within the 
boimdaries of the Continental United States. As we have only 
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5 to 6 per cent of the world’s land area and population, it is 
therefore evident that we have some six or ei^t times as much 
railroad plant per capita, here in America, as the world’s aver- 
age. 

Our use of railroad facilities per capita is on even a larger 
comparative scale. The average American citizen, for example, 
utilizes from four to five thousand ton-miles of railroad service 
per year. That is to say, the railroads of America transport a 
ton of freight that many miles for each man, woman and child 
in the country. Compared with this, the average citizen of 
Great Britain uses 300 ton-miles or less; of France, perhaps 
400 ton-miles; while the pre-war German consumed some 600 
ton-miles of rail service annually. This means that the per 
capita use of railroad service in America, measured in ton- 
miles of frei^t service, is from seven to fifteen times as great 
as in the most highly developed countries of Europe, and if we 
took the world average, including the less developed cotm- 
tries, the comparison woTild naturally be still more striking. 

The difference, of course, is explainable largely by the rela- 
tively great distances in this country between the sources of 
raw material, the centers of production and the centers of con- 
sumption, coupled with our highly developed system of special- 
ized mass industry. It measures the extremely high degree of 
our dependence upon railroad transportation, not only for the 
state of national progress whidi we have already reached, but 
for its day-to-day maintenance and for the continuance of our 
progress in the future. 

Mechanical transportation, as afforded by the railroads, 
opened up the whole vast territory embraced within our Na- 
tional boundaries to settlement and development, eind did so 
with a rapidity never known before in human history. It con- 
tinues to be the principal physical means by whidi the eco- 
nomic life of the entire nation is sustained and the continuity 
of its commerce, industry and agriculture, and every form of 
sodal activity insured. 

No one can be more willing than myself to recognize the 
advent of other forms of transportation or to appraise liberally 
their value and importance. I am, however, profoundly con- 
vinced that their eventual effect will be greatly to increase, and 
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in no sense diminish the vital importance and necessity of the 
railroads. Motor transportation, it is quite true, has already re- 
quired extensive changes in railroad methods and practices, and 
in conjunction with air transport may not improbably bring 
about still further changes of important character. It is, how- 
ever, my firm belief that, as the basic carriers of the Nation, 
the railroads will indefinitely retain the position of fundamental 
supremacy and importance. 

The railroads of the United States as they stand to-day rep- 
resent on their books an investment in physical property — 
that is road and equipment — of some twenty-two billions of 
dollars. The progress of physical valuation by the Interstate 
Commerce Commission, thus far, gives every warrant for ex- 
pectation that these book figures of original cost will be much 
more than sustained. It is very questionable whether these great 
properties could be produced anew to-day, imder existing con- 
ditions, for double the sums at which they are carried upon 
the balance sheets of their respective corporations. The real 
value of the railroads to the cormtry as a whole is totally in- 
capable of expression in dollars at all, for the reason which I 
have just stated, viz., that they are an absolutely indispensable 
instrument for the carrying on of the daily life and commerce 
of our people. 

The capitalization of our railroads, an entirely distinct thing 
from cost or physical valuation, is much less than the invest- 
ment figures. Ihe total amount of railroad stocks and bonds 
at present outstzinding in the hands of the public is only some 
seventeen billions of dollars. The difference between that sum 
and the figure of twenty-two billion dollars for investment in 
physical property invites attention to the vast degree of under- 
capitalization, the very reverse of “water,” which is character- 
istic of the financial structure of American railroads as a whole. 
This difference or “spread” will be increased rather than di- 
minished when the Federal valuation work is completed. 

It is safe and conservative to say that there is no other 
great form of industry or enterprise in the world which has been 
built upon a sounder financial basis, or which possesses greater 
fundamental strength and integrity in financial structure, than 
diaracterize our railroads. Should the solvency of these vast 
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properties as a whole ever be threatened, the cause will not lie 
in any flaws or weaknesses inherent in themselves, but rather 
in elements beyond the control of their managements, such, for 
example, as a long continued abuse of the governmental power 
to regulate rates, and encroachments on the duties and respon- 
sibilities of directors. Such a disaster, however, I hasten to 
say, has in my opinion no longer the slightest likelihood of 
occurring. I am glad to voice my belief that we are past the 
principal crisis with respect to the difflculties and errors of 
governmental regulation and are definitely on the way to a con- 
dition in which constructive and helpftd policies will distinctly 
dominate the regulative field. 

A steady improvement in the spirit and purpose of regula- 
tion has been quite evident in recent years, and more particu- 
larly since the termination of the temporary war-time control 
of the railroads. It can reflect but one thing; that is, the 
more friendly attitude of public opinion arising through the 
widespread better imderstanding of railroad problems, and of 
the vitally essential character of railroad service, which has 
come about so largely in the last decade. 

Personally, I have never believed at any time that railroad 
baiting was really popular in the sense that it represented the 
will or wishes of a majority of our people. For a long period, 
however, the friends of the railroads — ^those who understood 
and appreciated their value and necessity — -were inarticulate. 
Only their professional enemies, those who thrived and mad p 
political capital by attacking “big business” and success, made 
themselves heard. Happily, all that is now profoundly changed. 
The public has been thorou^y aroused to the dangers of harsh 
and repressive regulation of the railroads, and has manifested 
unmistakable impatience and resentment at any tendency to- 
ward continued abuse and injury of these great public servants, 
for the purpose of furthering political ends or personal ambi- 
tions. 

But, gratifying as is the change we are witnessing in these 
respects, it will never do to forget that railroad regulation is 
still far from perfect, and that we have a long way to go be- 
fore it can be regarded as upon a truly sound basis. We can- 
not drat our eyes, for instance, to the fact that the provisions 
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of the Transportation Act of five years ago, requiring the estab- 
lidunent of rates which will yield a fair and reasonable return 
upon the value of the railroads as a whole, have never yet been 
fully carried out. Not even the inadequate return of per 
cent tentatively set by the Interstate Commerce Commission, 
has yet been realized. 

In my opinion two things are required in this regard. One is 
to raise the contemplated rate of return to a materially higher 
figure than has yet been set. Does not that certainly seem justi- 
fied in view of the fact that returns of 7 and 8 per cent on 
such utilities as gas, electric light and traction properties have 
repeatedly been declared reasonable, and that such institutions 
as national banks, which were under governmental regulation 
and supervision long before the railroads, are permitted and 
encouraged to earn returns far higher still ? 

The second requisite, after having raised the proposed re- 
turn to an adequate level, is to instill into our regulative bodies 
the confidence, courage and initiative necessary to make such 
return a reality. When, and if, that is done — ^and it will have 
to come gradually— -railroad management will be unfettered, 
and will be again in a position to exercise its true functions 
properly, and what we call the “railroad problem” will cease 
to trouble the American people. 

The question all harks back to further education and en- 
lightenment of public opinion, and to increased insistence by 
the business and professional circles of the coimtry, upon recog- 
nition of the fact that our national prosperity in the long run 
can only rest fundamentally and soundly upon the basis of 
progressive and prosperous transportation. 

General Atterbury and Mr. Lee have already mentioned the 
fact that this Society held its Third Annual Meeting here at 
Altoona in 1883, or 42 years ago. In joining them to extend 
to you a welconae bade, to this great seat of the mechanical 
engineering profession, as applied to railroad work, it occurred 
to me that possibly you would be interested in a very brief 
reference to some of the general trends in railroading which 
have taken place during that interval. 

Forty-two years ago the pioneering era, at least in the East, 
was nearing its end and our railroads were considerably more 
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tliaTi one-third bTiilt, in so far as length of line mileage is con- 
cerned. Tbe progress which has taken place since that time 
has largely consisted in steadily continued improvement of the 
plant, such as additional line and tracks and enlarging old and 
building new yards, and in the more intensive and concentrated 
use of facilities. This, of course, has been particularly true in 
the last ten or fifteen years, during which the construction of 
new line has been only very slight, while the additions to the 
previously existing plant have been enormous. 

Summarizing the developments which have occurred since 
your last meeting in Altoona, I may point out that in the forty- 
two years line mileage has increased about 150 per cent and 
the capital has about tripled, while the use of facilities, or 
volume of railroad service rendered, measured in ton-miles and 
passenger-miles, has been approximately multiplied by ten. 
The freight train miles have less than doubled, but the tons 
per train have been multiplied by four, and the length of the 
haul for each ton of originating freight considerably in- 
creased. 

These comparisons, in necessarily very roimd figures, outline 
the story of railroad development in the last four decades. 
They reflect, of course, the achievements with which we are 
all familiar — far more powerful locomotives, larger and stronger 
cars, and longer trains, together with heavier rails, improved 
roadbed, strengthened bridges, larger yards and improved struc- 
tures generally, necessary to handle mass transportation on a 
constantly growing scale. In all of these achievements the rail- 
roads of our country have led and are leading the world, which 
accounts for the fact that we have the cheapest rates, the best 
service and at the same time pay the highest wages. 

Looking to the future of American transportation, we have 
several controlling factors to consider, and, if we are to form 
accurate conclusions, must properly interpret their reaction and 
interaction upon one another. 

The first of these factors, in my judgment, is that the present 
mileage of our railroads covers pretty thoroughly those portions 
of the country most desirable and readily adapted to economic 
exploitation, i.e., the portions naturally suited to agricultural, 
industrial or mineral development, and to the support of large 



AMERICAN TRANSPORTATION 


235 


centers of population. It is true that there still are great 
areas within the national boundaries not traversed by rail lines. 
Examination, however, will show that these consist almost en- 
tirdy, if not altogether, of the very rugged mountain regions or 
desert and semi-desert sections. Practically all of the naturally 
arable land of the United States, and a very large proportion 
of that capable of development by irrigation, is now accessible 
by rail. That is true also of our timber lands and of most, if 
not all, of our valuable mineral deposits, including coal and oil. 
Indeed, as we are well aware and should not hesitate to acknowl- 
edge, some of the latter are doubtless developed at the present 
time beyond needs immediately in sight. 

We, Aerefore, have a picture of a great nation already lib- 
erally supplied with lines of railroad communication readily 
adapted to such further development as the progress and 
growth of the country may require. A glance at any railroad 
map will confirm this viewpoint. 

The second factor broadly bearing on the transportation 
future is the motor vehicle. As a railroad man, I have not the 
slightest fear in admitting that for many purposes motor cars 
axe capable of furnishing diort-distance transportation to better 
advantage, and with greater economy and efficiency, than by 
rail. The country as a whole, however, I think is coming to 
the realization that the motor car’s true function, especially as 
a commercial carrier, is chiefly as a feeder of the railroads and 
as a connecting link between the listing rail lines. Save in 
rare instances, it is, and must indefinitely remain, a far less 
efficient, less satisfactory and less economical instrument than 
the railroads for long-distance or bulk transportation of either 
passengers or freight. Incidentally, I wish to express the further 
view that, in the long run, motor cars, through the vastly in- 
creased business activity, which they have brou^t about in 
so many directions, will create for the railroads much more 
new traffic than they will ever by any possibility take away 
through direct competition. Indeed, they have been doing this 
ever since they became an important influence in the manufac- 
turing and tran^rtation fields. The real problem as between 
railroads and motor cars is not one of competition but of co- 
ordination, to the end that eadh of these agencies of transporta- 
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tion may be free to develop and progress in its proper field, and 
in that manner best serve the public needs. 

The third factor for consideration is air transport, still largely 
an unknown quantity. If I were to hazard a guess, however, it 
would be that its commercial development, as an agency of 
passenger service will, for at least a long time in the future, be 
confined to very high grade de luxe transportation for people 
willing to pay necessarily high rates in return for exceptional 
speed, the saving in time and the novelty and distinction of a 
mode of travel open only to the few. 

As a carrier of goods, air transport is quite likely to develop, 
on a considerable scale, in the field of high-class mail and ex- 
press, and perhaps certain forms of very valuable freight. In 
all of these respects it seems to promise the creation of a new 
super-luxurious transport field of its own rather than to threaten 
a very serious invasion of the fields already occupied by the 
railroads. Nor should we lose sight of the fact, which is now 
pretty clearly established by the experience in Europe to-day, 
that in the stage of evolution now reached or in sight, extensive 
air transport is, at present, only possible on a commercial basis 
when aided by government subsidies or guaranties. 

Considering these three ph3rsical factors, which I have indi- 
cated — ^namely, the present broad development of the railroads, 
and the probable effect upon them of motor and air transporta- 
tion — ^I am therefore inclined to think that we are unlikely ever 
again to see any very rapid increase in the existing line mileage 
of the railroads. In fact, as I mentioned a few moments ago, 
extension of line mileage has been practically at a standstill 
for some years past. 

This, however, is very far from meaning that we are approach- 
ing the end of railroad betterment and improvement. On the 
contrary, the field for advancement is to my mind greater than 
ever before. There is almost unlimited opportunity, and not 
only opportunity but need, for the continuance, on a greatly 
augmented scale, of the intensive development of the estab- 
lished lines. Millions of dollars will be needed, and are needed 
now, to provide the additional double tracking which nearly all 
systems require, and the quadruple, sextuple and even higher 
forms of mdtiple tracking which to a constantly greater extent 
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oar important trunk lines are certain to need in order to keep 
up with increased production and with the constantly growing 
commercial activity and more frequent travel which are so 
characteristic of the business and social life of the country. 

New, enlarged and improved passenger stations are needed 
at this very day for many communities, both large and small. 
Many more will be required as time goes on. Curvature should 
be eliminated on important lines, bridges strengthened, grades 
lowered, and the work of separating grade at highway crossings 
be continued with a fair and reasonable division of the expense 
between the railroad affected and the community benefited. Al- 
though locomotives have been vastly improved, particularly in 
the last two decades, there is still a great field for further prog- 
ress in this direction, and equally so in the further adoption of 
improved operating methods, which will enable us to make 
better use, at all times, of the available motive power. Last, 
but by no means least, there is the great and, as yet, little 
touched field of electrification, which in future years should, 
and will, be extended where conditions economically warrant 
that step. 

It is, of course, needless for me to say that no program of 
progress can be realized at all without adequate funds, and 
that brings us back once more to the fundamental problem of 
railroading, which is that of stabilizing credit by raising the 
investment return permanently to an adequate level, which of 
course means increasing the net earnings. In the last fifteen 
years the return on property investment in the railroads of the 
United States has barely averaged 4 per cent. Only once has 
it risen to 6 per cent and on one or two occasions it has very 
nearly approached the vanidiing point. The great task and 
duty of regulation is to improve that condition, and our regu- 
lative authorities, if they are to have the courage to do so, and 
if they are to pursue a constructive course, reqtiire absolutely 
the strong backing of public opinion, and particularly of our 
business men and of the professions identified with transporta- 
tion. It is no more than just to add that the regulative authori- 
ties, on their side, quite properly require from railroad manage- 
ments continued efficient operation, and the rigid elimination 
of all waste. Happily, as I stated a few moments ago, I believe 
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the situation warrants genuine optimism, and is far more en- 
couraging than at any time in our generation. 

To summarize, therefore, my view is that the future physical 
development of American railroads will center upon a vast 
program of intensive improvements and betterments, with ulti- 
mately what may amount in some instances to almost a com- 
plete re-building of the existing plant, while extensions into 
territory not yet occupied by rail lines will go ahead very 
slowly, if at all. 

Communication between the ^sting rail lines, as well as in 
territory not now served by them and not warranting rail ex- 
tensions, will, I believe, be chiefly taken care of by motor cars 
on improved public highways. 

Lastly, for those who have the price to pay, air transport will 
establish new straight lines from city to city, and doubtless 
across both the oceans which wash our shores. 

Incidentally, I expect to see the last vestiges of commercial 
traffic on inland canals disappear from the United States, and 
all fanciful projects for canalizing rivers not naturally navigable 
relegated to oblivion. In a nation so plentifully supplied with 
railroads with their exceptionally cheap rates, for the service 
rendered, having practically a motor car for every family, and 
holding the pioneer honors in the art of fl3dng, such a slow, 
cumbersome, easily interrupted, expensive and inefficient method 
of transportation as is afforded by artificially constructed and 
maintained inland waterways — often closed for half the year 
by climatic conditions — can no longer have a real place. 

Coordinating the various forms of our permanent agencies of 
transportation will be a gigantic task, but one not impossible of 
solution, especially in light of the new views now prevailing, 
which, unfortunately, have completely reversed the old theories 
once held as to the danger of permitting mergers or consolida- 
tions. In the railroad field, consolidations are now declared by 
law to be the national policy, where once they were largely for- 
bidden. At one period we worshipped enforced competition as 
a fetish. Now we know that competition has only sudh value 
as practical experience may demonstrate, and is now largely 
confined to service. 

Personally, I believe that a proper degree of competition is 
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and will continue to be necessary among the railroads them- 
selves, as well as between the railroads and the other agencies 
of transportation. This is a requisite if we are to keep the 
spirit of initiative and invention up to the highest pitch, and 
so render possible the continued progress of the transportation 
art. But competition which merely means useless duplication 
of facilities and service is a waste, the cost of which is ultimately 
borne by all users of the service, in addition to which investors 
in the long run usually suffer partial or total destruction of 
their capital. 

I have publicly stated many times, and take this occasion 
again to say, that I am thorou^y in S5mipathy with the gen- 
eral proposition that it is desirable to concentrate our American 
railroads into a comparatively s mall number of large systems. 
As a matter of fact, in my experience on the Pennsylvania Rail- 
road I have been engaged in effecting many mergers and con- 
solidations, extending over a long period of time. By them we 
have throu^out the life of the Company succeeded in bring- 
ing down the total number of active companies which have in 
the past aggregated something over 600 to approximately 70. 
So, you may see that our Company, and I personally, have ad- 
vocated and practiced consolidation for many years, in so far 
as State and National laws permitted. 

I am, however, definitely opposed to any movement looking 
toward putting consolidations into effect on an arbitrary or 
forced basis; or to any thou^t that intelligently planned, 
conservatively financed and properly managed railroads should 
be penalized by being made to bear the burden of losses in- 
curred in the operation of lines whidi, perhaps, should never 
have been constructed at all. In this connection, I heartily 
commend the views of President Coolidge and the stand which 
he has taken upon this subject, and has made known through 
the columns of the newspapers, which is, briefly, that volun- 
tary and permissive consolidations, with the encomragement and 
assistance of the Governmental authorities, and coupled with 
proper safeguards for the public interest, constitute the sound 
and proper method of procedure. 

In conclusion, it has been a pleasure and honor to have this 
opportunity of assisting in welcoming the members of your 
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great profession to Altoona, which I think I may say is the 
world’s leading center of mechanical engineering, as applied 
to the industry of transportation. Altoona, ever since it was 
founded 73 years ago by our Company, has s3mibolized me- 
chanical progress on the Pennsylvania Railroad, and I may 
fairly add, to very large extent on the railroads in general. 

TMs City and our Company are to-day the hosts of your 
Association and profession. Engineering and transportation in 
general have alike made vast forward strides since you last met 
here, 42 years ago. We are proud indeed to have you as our 
guests again, and trust that this occasion may be long and 
pleasantly remembered in your organization’s history and may 
serve to cement still more closely the bonds which have always 
existed between the profession of engineering and the Penn- 
sylvania and other American railroads. 
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FACTS AND IDEALS 

WiDiam C. Redfidd was bom in Albany, N. Y. in 1858 and was 
for many years actively engaged in business in New York Qty. 
He was a member of Congress 1911-13 and Secretary of Com- 
merce in the Cabinet of President Wilson 1913-19. Mr. Red- 
field is the author of “The New Industrial Day,” published in 
1912, and he was well known throughout the country for his ad- 
dresses on various topics, many of which mi^t be included 
under the general theme which gives the title to this book. This 
address was given before the student assembly, College of Busi- 
ness Administration, Boston, Mass., on September 25, 1916. 
Other speeches by Mr. Redfield are printed in Volumes HI 
and VH. 

I HAVE been cudgeling what serves me for a brain in an effort 
to find something to say to you that woidd “stick.” Of course 
it must be worth sticking or it will not stick, and herein lies 
the difficulty. One does not wish to place before you a series 
of bromidiums, nor to repeat that which instructors will tdl 
you far better in the coming weeks. 

Casting about, therefore, for something real, and looking back 
for that purpose over a long business life, two or three brief 
phrases have occurred to me, which as they are looked at from 
different angles seem to present principles so dear, so sound, 
so proven, as to be worth stating. Let us take then the subject 
for this ev^iing’s talk the following terse business maxims: 
Get facts; look far; think through. 

In these six words lie packed masses of worldly and of 
spiritual wisdom. They are easy words to say but the pro- 
cesses they reprint are most difficult to do. They involve 
abandonment of mental habits, the forsaking of preconceived 
ideas, the acceptance of many a current doctrine, the assertion 
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of individuality, the restraint from hasty conclusions, the forma- 
tion of unwonted habits; they call for effort, training, and long 
practice. 

I thinir it is true no man has ever succeeded largely in the 
business world without having all three of these principles 
present in his work to some degree. On the other hand, the 
presence of one or another of them without the rest often 
works serious damage. For these principles are full of power, 
and power that is imcontrolled works harm. For one to get 
facts may make him but a grubber into old tomes, if he does 
naught else. For one to look far may mean to become a vi- 
sionary, if that be all he does. For one to think through may 
Tnakft him a dreamer in an active world or lead to indecision. 
The facts must be used with the thorough thought and the far 
outlook if the balance of mental power in business life is to 
be fruitful. Let us, then, look briefly at these three principles 
to see something of what they involve. 

First, then, get facts. If we apply this principle as a meas- 
ure to the business world we shall soon see that the men who 
live up to this principle are relatively few and lonely, and that 
most of us deal to a greater or less extent with fancies or with 
fallacies which we hope or believe are facts. Few of us will 
go as far in practice as the man who said to me, “If I don’t 
know why I know what I think I know, then I want to know.” 
Most of us are content with assumptions and few follow the 
scriptural maxim to prove all things and to hold fast that whidh 
is good. Yet facts, as has been well said, are stubborn things, 
and you may make up your mind now that if during your 
business lives you do not get the facts, the facts will get you. 

It is not always easy to get the facts. On the contrary, it is 
commonly hard to get them, and because it is hard we are apt 
to accept assertions as to the facts from those whom we think 
ought to know instead of exerting ourselves to learn them di- 
rectly. A business man feels, for example, that his competitor 
uses unworthy practices and is tempted himself to follow the 
bad example lest in competition he be outdone. He does not 
certainly know his competitor does these things. He is told it 
and believes it because perhaps he cannot otherwise esplain 
some success that competitor has won. It is commonly a mis- 
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take, and if he sought patiently for the facts he would often 
find them and save him from an error of judgment respecting 
another and from business mistakes upon his own part. 

Another man — many a man — ^thinks he knows what it costs 
hi m to do business. He does not know that he knows. He 
merely thinks he does. He gets along, perhaps for years, with- 
out actually learning the truth about the cost of his own busi- 
ness. You will say that self-interest, common sense, and other 
equally strong motives would make him learn the truth. I agree 
they ought to do so, but the fact is they do not. The Chair- 
man of the Federal Trade Commission says half the business 
concerns do not know what it costs them to do business, and 
the experiences of the accountants of my own department jus- 
tify the statement. I once worked as bookkeeper for a man 
who would not allow a trial balance to be taken, although for 
my own protection, under the advice of wiser men, I took this 
balance privately. He never knew, or inquired, what the full 
facts were respecting his own business. I was accoimtant for 
a man who after thirty years’ ^perience sold for $8,000 an 
apparatus which, induing overhead, cost him $9,000 to pro- 
duce, and he was angry when a younger man than he suggested 
the facts to him. A friend was employed to examine into the 
operations of an industry only to find ^e methods of the man- 
agement were bad ; but that management strenuously objected 
to being told so. One must not go so far as to forget that there 
are in the business world thousands of men accurate and care- 
ful in the matters we are discussing, but there are more of the 
other kind, and some of them sit in high places. 

Again there are the men who want all facts which concur 
with their preconceived opinions and who resent facts which do 
not so agree. Such concerns have little use for the cold and 
searching li^t of sdence, to which all truth is of equal value. 
They are content with a portion of the facts and object to being 
diaken out of the rut in which they run. 

Furthermore the business world is full of facts which fi^t. 
There are moral facts which oppose immoral facts; honest facts 
which hate didionest facts ; partial facts which hate whole facts ; 
crooked facts which abhor the strai^t ones. Yet the stem 
fearhing of experience is that the crooked and the dishonest 
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facts when the ligjit is thrown on them prove not to be facts 
at all but only pseudo facts, having the appearance but not the 
reality. To get facts, then, is fundamental. With them you 
stand on solid ground. Without them or with them but parti- 
ally your footing is imcertain. You must have a docile mind, 
however, if you are to follow this rule, a mind open to truth, 
even to unpleasant truth, even to truth which sets awry that 
which you have believed and been taught. Yet the strong man 
sets his mind four-square to the truth and abhors that particu- 
larly villainous form of falsehood which tells but half of it. 

First and foremost, then, as a mental quality and as a busi- 
ness practice, let me urge upon you this simple yet complex 
duty, Get facts. Do not be afraid of them, for they have no 
fear of you. If you have them with you you axe safe. Without 
them you are always in danger. Know your job. Don’t merely 
think you know it. There is always place in the world for the 
man that knows and who knows that he knows. This done you 
have well begun. Candidly, you will probably spend a life- 
time in the doing of it and meanwhile have other serious work 
to do. 

Next among these I have set the principle “Look far.” Let 
no pent-up Utica confine your powers. The way in which you 
treat this second principle will show if you are large or little 
men. A little man may 'get facts, but he cannot use them 
largely for he is too small himself. A blind man may have 
certain facts at hand of which he knows, but he cannot use 
them well since he is blind. In the mental world there are 
relative shades of blindness. There is a great deal of near- 
sight, a very large mass of ordinary sight; but the men of far 
mental sight, those who are called men of light and leading, are 
few and far between. Yet on your ability to see far depends 
your power to use the facts you get. You may, for example, 
some day run a factory and be concerned with pa3dng wages. 
You may, if you do not look far, even speak of the men you 
employ as “hands.” There are plenty of short-sighted men who 
call them so. If you look far, however, you will see that it 
would be wiser to think of them as minds, or even as souls. 
For men do not work with hands alone but with heart and brain. 
You can never lead hands; but you may, if you have facts and 
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look afar, come to lead men. If you look far you will never 
describe human beings in terms of arithmetic, for you will see 
that the arithmetic is dead and that the men are living. You 
will not, if you look far, think there is such a thing as a day’s 
work, for there is no sudi thing and will be none until all men 
work alike everywhere. There are as many kinds of day’s 
work as there are kinds of men, but men are infinitely variable. 
If you look far you will not think that a fixed rate of pay pro- 
duces a fixed result, for you will know that men are unlike and 
that what one can do another cannot, and that what a second 
will do a third will not. You will see that in dealing with men 
you are dealing with character and temperament and health 
and heredity and a mass of other things that make up the 
complex being we call “man” and which sometimes in our near- 
sightedness we describe as a two-dollar man or a three-doUar 
man. 

If you look far you will see beyond a whole mass of current 
phrases and ideas which are the outward and visible expression 
of the average mind but across which he who looks far sees 
clearly a more distant and more fruitful horizon. Nay, the 
very act of looking far will make facts precious to you, for 
the broad vision will bring them to your sight and make you 
value them. 

There are all sorts of phrases which describe nearsight but 
which farsight over-rules. Nearsi^t says. Charity begins at 
home. Farsi^t adds. But does not end there. Nearsight 
would say, A bird in the hand is worth two in the bush. Far- 
sight would say, What kind are in the bush and can I get them? 
Nearsight wotdd say. Thus I have been taught. Farsight would 
say, Is this teaxiing true? Nearsight would have you live in 
a parish and be a parochial business man. Farsight would have 
you live in the world and draw upon the richness of it all for 
the enlarging of your life. It is one of the great phrases of 
the Old Book, and an in^iring one, which says, “Thou hast 
taken me and thou hast set me in a large place.” 

Having acquired the habit of getting facts and having cau^t 
the viaon of things from afar, make your thinking strai^t. 
How many men there are in tite business world who think in 
circles or at best in curves; whose minds lack the penetrating 
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power which goes to the heart of things. If you have gotten 
facts and have the farsight use the latter on the former to make 
all things mentally clear. If you do not think clearly you can- 
not talk clearly. Good salesmanship is not a product of mental 
indigestion. Do you want to be able to state the facts of busi- 
ness to men of business, then you must think through those 
facts so that they are wholly controlled by you, so that they 
have become a part of your mental self, so that you will not 
stumble over your own mental obstructions in the very act of 
stating your case. A business problem will arise before you. 
First get the facts about it 2ind treat them in a broad way, not 
in a narrow way. Do not stick them in a groove in which you 
like to run because it is easy and attempt to push them ahead 
of you in that same old line. Get them all and spread them 
on your mental table; get their bearings and adjust them in 
their actual relations, so that you may know how Ihey lock and 
interlock. In this process you are thinking through those facts, 
and if you continue it to the end you will control the use of 
those facts. Again and again one sees in life men who mean 
well, who are willing to get the truth and willing to use it 
broadly, who do neither effectively because they have not 
thought the thing through. This thorough thinking is one of 
the finest safeguards a man can have against error, because as 
he sits down with his faots and chews the cud upon them over 
and over again they fall into relations, the false separates itself 
from the truth, the trifling from the essential, the strong from 
the weak, and by a process of mental discarding the useless are 
set aside and true values come to light. 

Again and again I have faced men in business problems who 
had thought pretty well but not thoroughly upon the thing in 
hand. Many times also I have met men who were masters of 
the thing with which they dealt. Thorough thinking would re- 
move many a phantom which, though a ghost, still exerts power 
upon our thought. Thorough thinking will destroy many a false 
ideal. Slavery could not endure thinking through that subject. 
The duelling practice, with its false sense of honor, could not 
endure thorough thinking upon the subject. Many a business 
and political fallacy will die an early death to him who thinks 
it throng. Many a teacher, I fear, may be embarrassed to 
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have his pupils do thorough thinking, but it will do both the 
teacher and the pupil good to have this so. The process is not 
one which lends itself to smartness. To think through a thing 
is not always a quick process. There are men with minds like 
light, which seem to penetrate into the recesses of a subject. 
One of slower mental habit need not worry. He may in the 
end go deeper and stand on firmer ground. Quick compre- 
hension is a most desirable business quality to be sought and 
valued, but it is not the same thing as thorough thinking and it 
does not take its place. 

Finally, permit me a few words on the ideals of business. 
The business life will, if you treat it fairly, call forth your best. 
It will mean the search for truth. It will mean a broad and 
human philosophy. It will mean keen, incisive thought. All 
these are good. But your business is not to be your life. It is 
the means whereby you live, but your life is something else. 
To be absorbed in business so that you live for it is to be intel- 
lectually and spiritually maimed. One who does so is not a 
whole man but only part of what might be a complete man. 
Of course to gain has wonderful interest. It is fascinating to 
pit mind against mind, knowledge and acumen and reflection 
and energy against the similar powers in other men. It is a 
splendid and in the best form an ennobling part of life, but it 
is only a part. There is a certain shallow criticism among us, 
which does not get the facts and does not see far and does not 
think through, which would teach at times that business is 
sordid and its motto “An eye for an eye and a tooth for a 
tooth.” Yet this city and others are full of the works of men 
who, after they have won in the business arena, have given 
their ideals play in enriching the towns which gave them birth 
or in which they live. Every such gift is a protest against the 
shallow cry that business is wholly sordid. Yet in saying this 
I have not given you even a glimpse of all the facts about it. 
There are to-day factories all over this land, thank God, who 
tbink through the problems of business with a far vision of the 
facts and who have grasped the ideal of service to and throng 
those whom they employ and are holding up before them and 
to the world examples of leadership that make the business life 
Stand on a level with all that is best in statesmanship and art 
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and music and the law and the ministry and the other great 
and beautiful productive professions. 

It is true of course, it is a part of the facts, that there are 
those — ^many of them — ^in business who only seek to get and 
who never think to give either of themselves or of that which 
they possess. So there are weak, wicked men in other high 
professions, men that prostitute art and medicine and perhaps 
the pulpit; who separate themselves from the great facts of 
life and with narrow vision think only on the surface of their 
own petty and selfish desires. Still, if the mills of the gods 
grind slowly they grind exceedingly small. If we watch the 
facts of the growth of public thought and the increase of broad 
vision and of the habit of thorough thinking we shall see, if 
we look far enough, that these things are doomed ; that selfish- 
ness is taken at its true lack of value ; that littleness is known 
to be a small thing; that wealth without vision or ideals is 
power misplaced and is sternly judged as such. So we may 
hope that as the love of truth and obedience to it shall grow 
and as with firmer footing thereon we look afar and think 
clearly on what we see, we shall see our beloved America ad- 
vancing to that primacy among the nations which awaits the 
nation which honors the facts, which looks afar, and which 
thinks clearly. 


» 
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UNLEASHING BUSINESS FOR WAR 

George McClelland Reynolds was bom in Panora, Iowa, in 1865. 
He entered the banking business in 1879 and from 1920 to 1933 was 
Chairman of the Board of Directors of the Continental and Com- 
mercial National Bank of Chicago. He was offered the portfolio as 
Secretary of the Treasury in President Taft’s Cabinet and held 
many positions of public trust. In his late years Mr. Reynolds 
became well known as an authoritative speaker on matters of feance. 
The address which follows was given before the War Convention of 
the U. S. Chamber of Commerce, Atlantic City, September, 1917. 
He died in 1940. 

Bankers and other business men face, in this war, prodigious 
problems that may multiply as the conflict proceeds. That 
they will cope with these problems and solve them with the 
Government’s aid is not to be doubted by any who knows their 
patriotism, courage and resourcefulness. All they ask of federal 
and state authorities is cooperation that will allow such degree 
of latitude as will avoid crippling industry. The roll of Amer- 
ica’s killed and wounded can be held down to the minimum 
only by keeping business vigorous irntfl we are victorious. 

A full measure of permanent cooperation between the Gov- 
ernment and business deserves an especial plea, for prejudice, 
suspicion and discriminating legislation and regulations upon 
the part of the one will result in uneasiness and unsteadiness 
of purpose itpon the part of the other. There was never any 
other time in our history when the Government so urgently 
needed the help that it will recave from an undimini^ed effort 
to reach maximum production in all industries, for every poimd 
of material that can be turned out by all the mines, mills and 
factories can be used, and then, I fear, there will not be enough 
to meet all demands. Even now there are unmistakable signs 
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of hesitancy. Business men are afraid to place orders because 
they do not know with sufficient certainty what will be the 
policy of the Government upon many subjects vital to the safe 
conduct of business, or when those policies will be announced. 
Stability and fairness in laws and regulations, and fewer legisla- 
tive changes, will enable business to get its bearings and put 
its entire strength back of the President. The best element in 
Congress and the various legislatures, the element that stands 
for progress and the accomplishment of those things that are 
worth while, can perform no better service than to prevent the 
enactment of laws and the enforcement of regulations that are 
too liarsh and restrictive. Uncertainty, the mother of fear, breeds 
timidity, halts business, and, if not removed, results in depres- 
sion. There is no occasion for worry if the policies to be 
adopted and carried out are wise and definite, and made known 
without too much delay. There is abundant cause for worry, 
however, if this should not prove true. We might as well face 
the proposition squarely and unflinchingly. The nation (and 
business is part of the nation) that deceives itself, lulls itself 
into a false belief that it can withstand the shock of dire threats 
of all manner of regulations and of conscription of property and 
income, submits to delay as to when or where such threats will 
stop and how many of them will be carried out — ^the nation, I 
say, that misjudges the effect of that sort of talk and assumes 
that all will be serene, will be lost in any great undertaking. 

As loyal citizens, let us importune Congress and the Adminis- 
tration to settle these matters of doubt speedily, with the facts 
clearly in mind, and cooperate with business by giving it that 
encouragement which will enable it to go ahead with determina- 
tion and confidence. Whenever prejudice is injected into the 
settlement of any question, trouble begins. In the past, too 
much prejudice has been engendered against big business. For 
the sake of harmony and efficiency, no more attacks should be 
aimed at business merely on accovmt of its size. Heretofore 
there has also been much restrictive legislation against business 
on account of the magnitude of some of its units. We are 
more enlightened upon this point now, and there is more of a 
disposition to encourage the great manufacturing and mer- 
cantile enterprises as a patriotic duty. This is no time for 
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partisan politics. Party differences should be confined to 1 an- 
damental principles, and should not be permitted to descend 
to the petty quarrels of obstructionists. President Wilson is 
broad-gauged, and is cooperating with business in such a way 
as to inspire the greatest effort upon the part of business men. 
This cooperation is rapidly overcoming the baneful influence 
of past persecution. It is demonstrating how very much better 
business might have prepared to do its part if it had been less 
subject to attack in recent years. 

We are facing forward, and should now and forever wipe 
out all these damaging notions about business needing a par- 
ticularly strong brand of legislation and regulations simply 
because it is big. What would we do to-day without the tre- 
mendous aggregations of capital engaged in transportation, min- 
ing, steel naaking and lumbering? We should be at the mercy 
of the enemy, for, stripped of these concerns of great size, it 
would be utterly impossible to get deliveries of copper, iron, 
steel and lumber in sufficient quantities. We must have big 
business, and the bigger the better in this war crisis. In all 
my talks with business men I have found no intimation of a 
disposition to hold back, nor have I heard one word of criticism 
by any business man regarding the amount of money that is 
being spent by our Government in this War. The reverse is 
true. Unreservedly and patriotically they are stipporting Presi- 
dent Wilson. 


Look now at what the bankers and bond houses have done. 
Here I can point to quite as much unselfish cooperation upon 
their part, and in one transaction, at least, cooperation that 
involved heavy espense. They knew the law stipulated that 
no commissions ^ould be paid for floating the Liberty Loan, 
and that the provision for expense was so meager, considering 
the magnitude of this piece of financing, as to preclude reim- 
bursement for even the postage they mi^t use in connection 
with the sale of the bonds. Still these men formed big groups, 
took their salesmen out of the regular bond market and labored 
ni^t and day to secure full subscription to the loan. 

In addition to their usual functions of supplsdng the normal 
demands of our own population, and the unusual burdens of 



252 GEORGE McCLELLAND REYNOLDS 

furnishing the tremendous quantities of food and equipment 
for our army and navy, upon the business men of the nation 
rest certain responsibilities in the matter of helping to mold 
a sound public opinion on vital topics. 

Now is the time, above all others, for us to follow economic 
law and common-sense principles as our guide. We know 
that wars create extra hazards, without as well as within the 
zone of actual danger. There is more of uncertainty in the 
routine of everyday affairs when nations are arrayed against 
each other. There arises a pressing demand for the imple- 
ments of war, for things that require special tools and machin- 
ery which will be worth little more tton scrap after peace is 
declared. Munition plants are essential, and somebody must 
take the risk of their erection, knowing that when hostilities 
cease their value practically will be destroyed. Furnaces and 
mills cannot deliver enormous tonnages of iron and steel except 
by a considerable enlargement of plants. Therein lies the 
chance of developing a capacity far beyond that warranted 
by ordinary conditions of trade, and of being caught with heavy 
tonnages on hand, made ready for delivery on a high cost 
basis, when the possible slack comes at the cessation of war 
demands. The imcertainties of war are such that no man can 
foresee the day of reckoning. 

Wages increase and production costs rise. During the ancient 
conflicts at arms, as well as the Napoleonic and Civil wars, 
speculation and inflation occurred, food and merchandise grew 
to be scarce, prices rose alarmingly and there was much com- 
plaint. TTiese things have happened recently, and wise treat- 
ment of the problems they present is vital to Ae success of the 
Allies. Business men who, by reason of years of experience 
and daily study have intimate knowledge of the matters in- 
volved, should have something to say about the method of 
settling them. 

We must not lose sight of the fact that in times sudi as 
we have witnessed since August i, 1914, consumption of food 
and the use of materials by men at the front increase greatly 
over what would be the case if the same men were following 
their regular occupations. The diversion of materials from cus- 
tomary uses is enormous, and there is a heavy drain upon pro- 
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ductive forces by withdrawals from the ranks of the workers 
to send men to the front. These two important price factors 
do not operate except in great wars. Fp to the present, due 
to intensified effort, with all our men employed at the hipest 
wages of which we have any record, we have added to our own 
output, but this is not true of other lea ding export cormtries. 
Aggregate production, the world over, is diminished, and every- 
body scrambles for whatever is on the market. The buyer 
virtually makes prices. 

The rise in prices has been due partly to speculation, of 
course, but mostly to the law of supply and demand, which in 
the long run, is the only logical regulator. I can readily under- 
stand, however, that with conditions strained as they are now 
in all civilized countries, there might be an excuse for attempt- 
ing temporarily to set aside the complete control of this law. 
I agree with those who contend that prices may go to an un- 
beeurable level, to a figure that would place the necessities of 
life, or of business, which in its broadest sense and under our 
complex civilization, is so necessary in sustaining life, where 
some power must step in and say the public welfare is en- 
dangered. It is conceivable that a condition might be reached 
that would crush the power of the nation through inability to 
obtain food to nourish the laborer and his family and materials 
to keep the wheels of commerce turning. 


We are not fitting for ourselves and our Allies alone but 
for futinre generations as well, and in all fairness the bmrden of 
financing the War should be divided. TTiose who come after 
us and enjoy the freedom which will be bought by our con- 
tributions of men, materials and money cannot object if we 
transmit to them the privilege of sharing in the money cost. If 
r^ayment of the extraordinary amounts raised to carry on the 
struggle be spread out over a term of twenty-five or even fifty 
years, no injustice will have been done those who may be re- 
quired to retire the last of the bonds. Precedents approve this 
course. For decades after the Civil War we were pa3dng taxes 
to settle the cost, which was infinitesimal when compared with 
present day disbmsements. We ou^t to be as fair to ourselves 
as to our descendants. 
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There is one detail that is fraught with too much danger to 
be overlooked. The plan to be followed in collecting revenue 
for the Government should cause as little disturbance as possible 
in the financial world, and therefore it seems to me that quar- 
terly payment of taxes should be arranged. It is easier to pay 
five hundred millions each quarter than two billions at one 
time. Many industries are using not only all of their capital but 
all of their credit in the conduct of their business, and to be 
called upon to pay a large sum of money out of earnings that 
are still in the process of collection will work hardship upon 
business men and strain the resources of the banks. 

So far as is practicable, we should strive for an equitable 
distribution of the fruits of labor and industry. We cannot 
deny that labor deserves very careful consideration if we are 
to get the best results in all directions, and business men can 
well afford to devote much time and effort to improving the 
relations of employer and employee. A clearer understanding 
by each of the problems of the other would be most beneficial. 
We must all surrender some of our pre-conceived notions of our 
individual rights touching the service we owe the community 
when threatened by a common and powerful adversary. There 
must not be any laggards or slackers anywhere in the ranks of 
the army of business or of labor. 

There is urgent need of speeding up. We are constantly 
trying to induce the farmer to cultivate more acres with a 
thoroughness that will enhance the yield of his crops. We 
plead with the owners of coal, iron and copper mines, steel 
mills and smelters and the factories for a larger output in 
order that we may help to win the War. Why is it not fair 
to ask labor, as a patriotic duty and a war measure, to con- 
^nt to some changes that would be of incalculable assistance 
in ridding mankind of the yoke of oppression fashioned by 
Prussian overlords ? 

No one claims that there are not occupations and trades 
wherein the tension is so great and so much centered upon 
certain nerves as to injure the operative’s health if the hours 
of employment exceed eight. Under such circumstances, eight 
hours shoidd constitute a day’s work. TTiere are numerous 
occupations, however, of which this is not true; and there 
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is absolutely no reason why these laborers diould not, so long 
as the War lasts, focus attention upon increasing hours of labor 
and output. I do not advocate the denial of the best possible 
working conditions and just compensation even under the stress 
of war, but some things are impossible and not to be expected, 
and we should all be willing to make sacrifices to render effec- 
tual the efforts of our armies and thus lessen the loss of life and 
limb among our young men who go to the front. 


The natural result of government financing through the sale 
of bonds to the people will be to transfer money from the West 
and concentrate it in the East. Since the West will have no 
effective means of replenishing its stock of money, except 
through the sale of live stock and seasonal crops, the tendency 
will be to create a scarcity of fimds in the West and a congestion 
in the East. This can largely be overcome if government orders 
are well distributed throughout different sections of the country. 
It is not so much a question of favoring one city, state or 
geographical division as against another, as of maintaining the 
equilibrium of business in all parts of the country. This course 
will keep the West in funds with which to pay for future issues 
of Liberty Bonds. 

In our entire history we have not had to deal with so vital a 
problem as the one presented by this War, and decisive victory 
for the United States and the Allies is the essential point upon 
which all our energies mxist be concentrated. It is so vital as 
to overbalance the ambitions of individuals and groups. It is 
therefore the solemn duty of every business man, no matter in 
what he may be engage^ to emulate the example of the him- 
dreds of thousands who have already subordinated their own 
business, their own interests, to the one great task. 

No matter what previous opinions we may have entertained: 
no matter what we may ciharge to lack of cooperation between 
government and business in the past, no matter what our own 
ideas of the future relations of government and business may 
be, our paramount duty for the present is to rise above all 
selfi^ considerations, all jealousies, all prejudices and give the 
nation the best there is in us. 



WILLIAM Z. RIPLEY 

CONTROL OF CORPORATIONS 

William Z. Ripley is one of the most eminent economists in the 
United States. He was bom in 1867 and was professor of political 
economy at Harvard from 1901 to 1933. He is an authority on 
railroad finance and organization and has published many hooks 
and reports on these subjects. The following address attracted 
much public comment because it called attention to a new and 
striking condition of the conduct of corporations. It was delivered 
before the Academy of Political Science in New York, January, 
1926. 

Two changes in the nature and conduct of corporations, charac- 
teristic of the post-war period, have a direct bearing upon the 
future of private business in its relation to the supervisory or 
regulating agencies of the state. They are both bound to in- 
crease the likelihood of an extension rather than a lessening of 
the powers and activities of such bodies as the Federal Trade 
Commission. Fundamental these changes are, inasmuch as 
they strike at the very tap-root of our capitalistic system. For 
this system is founded upon the theory that the private as 
distinct from the common, ownership of property best conduces 
to the public welfare, because such possession involves the giv- 
ing of a gage or guarantee by the owner to his fellow-citizens 
for thrifty, efficient, far-sighted and public-spirited management 
thereof. HKs is the reward if he be successful. And he bears the 
loss in case of misdirection. Otherwise stated, it is the funda- 
mental principle, interwoven throughout all human relation- 
ships, that power and responsibility must ever be yoked together. 
It is because these two developments directly assail this prin- 
ciple that I hold them to be sinister and of grave public import. 

The first of these changes is the divorce of the ownership of 
property, represented by securities emitted by corporations or 

256 



CONTROL OF CORPORATIONS 257 

trustees, from any direct accountability, ■whatsoever, for its 
prudent and efficient management. The second change is the 
■wide and ever-accelerating diffusion of a considerable portion 
of this ownership, represented by stock holdings of employees 
and of the direct consumers, both of public utility corporations 
and of private business companies as well. The net result of 
both changes is the asstunption of an absolute control by inter- 
mediaries — ^most commonly bankers, so-called — ^in place of the 
former responsibility for direction which, theoretically at least, 
rested upon the shoulders of the actual owners. 

Both these tendencies menace alike the welfare of the private 
owners themselves and of the working classes; and they put 
the public interest in the sound and straightforward manage- 
ment of these businesses in jeopardy — ^not because bankers, as 
such, are more frail than other people in general, but simply 
because the possession of xmcontrolled power is always certain 
to entail abuse, whereby both innocent and guilty are alike 
dragged down. The result, therefore, unless present tenden- 
cies are taken in hand, will necessarily be the extension of the 
activity of such bodies as the Federal Trade Commission, 
acting for the protection of those who have unwittingly made 
themselves wards of the state in respect of their possessions. 

The practical disappearance of the indi'wdual and partner- 
ship forms of business organization in favor of the corporation 
took place before the War. Almost a thousand companies are 
now listed on the New York Stock Exchange alone — 163 rail- 
roads and 763 other corporations. The present transformation 
is merely in respect of the seat of power over their direction. 
All kinds of private businesses are being bought up by banking 
houses ; and new corporations are being substituted for the old, 
in order that the purchase price (and more) may be recovered 
by sale of shares to the general public. But the significant 
change is that the new sto<±, thus sold, is entirely bereft of any 
voting power, except in case of actual or impending bankruptcy. 
General stockholders, to be sure have always been inert, dele- 
gating most of their powers of election. But, at worst, they 
might always be stimulated to assert themselves; and, in any 
event, they all fared alike as respects profits or losses. Under 
the new style of corporation, such general stockholders are 
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badly deprived of all rights in this direction, and new preferred 
stoc]^ are sold up to the hilt of the value of the assets, if not 
beyond. The issues are called preferred stocks. They are really 
bonds. And, instead, as formerly, of being limited to a half 
or two-thirds of the tangible assets, no limit is now set, except 
the powers of absorption of the investing public. 

Every kind of business is being swept into this maelstrom. 
Several public utilities, except railroads ; chain and department 
stores, food stuffs, washing machines, refrigerators, confection- 
ery, make-believe silk stockings, toilet and beauty preparations, 
our daily bread, our cake and our ice cream — even our home- 
made piesl Every conceivable article, of direct or indirect 
consumption, is covered by the change. The recent Dodge 
Brothers, Inc. is t3^ical. A banking house buys up a private 
business for, let us say, $146,000,000. This sum and more, it 
recovers by the sale to the public for $160,000,000 of bonds, 
preferred stock and 1,500,000 non-voting shares of “Class A” 
common stock. But not a single one of the 500,000 “Class B” 
voting common shares is thus sold. The promoters have vir- 
tually paid themselves a handsome profit for the assumption of 
the entire directorial power, having mortgaged the property to 
the full amount of its original cost, including both assets and 
capitalized earning power. 

Perhaps the baldest case of this sort is that of an artificial 
silk concern, which thus sold (let us hope?) 598,000 shares of 
non-voting “Class A” stock, reserving 2,000 of the total 600,000 
shares as “Class B” stock carr3dng exclusive voting rights. 
There is no concealment about it. But who, may we ask, has 
given a hostage to fortune, for honest and economic manage- 
ment of the business? The promoters stand to lose only the 
amount of their stake — a minus quantity in dollars, leaving 
aside, of course, the moral obligation. It is the public stock- 
holders who stand to lose their aU, in case of misdirection. And 
most of them have parted with any hope of participation in 
future profits over and above their fixed return, by agreement 
in the subscription to forfeit all “preemptive” rights in the 
issue of new stock. How can there be other than a whirlwind 
of abuse of power under such conditions ? 

As for the second financial fashion — ^the wide distribution 
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of stock to employees and to consumers of the corporation’s 
product, whether electric service, steel or what not — ^the effect 
is bound to be cumulative with that of insinuation of banking 
power between ownership and operation. Corporations have 
always been susceptible to control by concentration of voting 
power. Far less than half of the capital stock may be as effec- 
tive for such control as possession of an actual majority. But 
it is elemental, requiring no proof, that the larger the number 
of shareholders, the more easily may a small concentrated block 
of minority holders exercise sway over all the rest. With a 
dozen owners, probably fifty-one per cent will be necessary for 
dominance. With 300,000 scattered holdings, a possible fifteen 
or twenty per cent of the votes can never be overmatched at 
an election. In 1923, there were 250,000 new stockholders 
registered in the electric light and power companies alone. The 
total number of stockholders in all sorts of concerns has almost 
doubled since 1900, rising to an aggregate of 14,423,000 in 
1923. These shareholders now possess over $70,000,000,000 
worth of stock at par, on the showing of the Federal income 
tax returns. Such possession used to be confined to the wealthy 
and the well-to-do class. Now it comprehends the small house- 
holder and large numbers of wage-earners. The former con- 
centration of wealth is now yielding place to so wide a diffu- 
sion, as to call for public recognition by way of legislation or 
oversight. But the important point to note, is that the wider 
the diffusion of ownership, the more readily does effective con- 
trol run to the intermediaries, in this case promoters, bankers, 
or management companies. Until corrected by appropriate 
revision of our corporation law or practice, tiiis apparently 
healthful manifestation may contain the seeds of grave abuse. 

The foregoing dangerous tendencies are much aggravated, 
also, by reason of the operation of a number of highly artificial 
legal devices which serve to isolate still further the property 
owner from control over his investment. The holding com- 
pany, voting trusts, trusts set up for the living, the moribund 
or the dead, the investment trust, and finally the intervention of 
the life insmrance companies as investing agents for their policy 
holders — each and every one of these has latterly insinuated 
itself to still further set off ownership from responsibility in 
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management. It is all cumulative — and, in the aggregate, 
fraught with the gravest possibilities. 

Man y remedies for undue concentration of power of direc- 
tion of corporations have been suggested. There is one which 
stands forth preeminently. Publicity of accounts and their 
standardization are likely to be most serviceable as a check upon 
otherwise unrestrained control. These millions of investors and 
the public, even if they have so confidingly given their posses- 
sions over into the care of others, have a right to full and com- 
plete, unmitigated information. There lies an appropriate func- 
tion for a rejuvenated and enlarged Federal Commission, to 
discharge an obligation of the Federal Government to a great 
and in many respects a helpless body of our citizens. This may 
come about soon. It may be long delayed. But it will occur 
some day, as one of several necessary correctives for these 
existing practices. 


THE WHITE MAN’S BURDEN 

Professor Ripley is an authority on the races of Europe as 
well as on railroads. We print the conclusion of the HuxIq^ 
Memorial Lecture which was delivered by him in 1908. This 
paragraph has often been quoted as a brief and notable summary 
of racial conditions and conflicts. 

At the outset, confession was made that it was too early as 
yet to draw positive conclusions as to the probable outcome of 
this great ethnic struggle for dominance and survival. The 
great heat and sweat of it is yet to come. Wherever the Anglo- 
Saxon has fared forth into new lands, his supremacy in his 
chosen field, whatever that may be, has been manfully upheld. 
India was never contemplated as a center for settlement, but 
Anglo-Saxon law, order, and civilization have prevailed. In 
Australia, where nature has offered inducements for actual 
colonization, the Anglo-Saxon line is apparently assured of 
physical ascendency. But the great domain of Canada — greater 
than one can conceive who has not traversed its northwestern 
empire — ^is subject to the same physical danger which confronts 
us in the United States, actual physical submergence of the 
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English stock by a flood of continental European peoples. And 
yet, after all, is the word ‘danger” well considered for use in 
this connection? What are the English people, after all, but 
a highly evolved product of racial breeding? To be sure, all 
the later crosses, the Saxons, Danes and Normans, have been 
of allied Teutonic origin at least. Yet encompassing these racial 
phenomena with the wide, sweeping vision of him in whose 
honor this address is rendered, dare we deny an ultimate unity 
of origin to all the people of Europe? Our feeble attempts at 
ethnic analysis cannot at the best reach further back than to 
secondary origin. And the primary physical brotherhood of 
all branches of the white race, nay, I will go even further and 
say of all the races of men, must be admitted on faith — ^not 
on the faith of dogma but on the faith of scientific probability. 
It is only in their degree of physical and mental evolution that 
the races of men are different. You have your “white man’s 
burden” to bear in India ; we have ours to bear with the Amer- 
ican negro and the Filipinos. But an even greater responsibility 
with us and with our Canadian fellow-dtizens is that of the 
“Anglo-Saxon’s burden ” — to so nourish, uplift, and inspire all 
these immigrant peoples of Europe that in due course of time, 
even if the physical stock be inundated by the engulfing flood, 
the torch of Anglo-Saxon civilization and ideals, borne by our 
fathers from England to America, shall yet burn as bri^t and 
clear in the New World, as your fires have continued to illumi- 
nate the Old. 



JOHN DAVISON ROCKEFELLER, Jr, 

THE PERSONAL RELATION IN INDHSTRY 

John D. Rockefeller, Jr., was bom in Cleveland, Ohio, in 1874. 
Since his graduation from Brown University in 1897 he has been 
associated with his father in business enterprises and has been 
active in philanthropic work. He is Chairman of the Board of 
the Rockefeller Foundation and director in various humanitarian 
enterprises. In recent years Mr. Rockefeller has given special 
attention to social and personal relations in modem industry, 
as well as to large schemes for religious and social betterment. 
This address was given at Cornell University on Foimders’ Day, 
January ii, i9r7. 

I AM glad to have this opportunity of speaking to you men, 
numbers of whom will be the future leaders in industry. Here- 
tofore the chief executives of important industrial corpora- 
tions have been selected largely because of their capacity as 
organizers or financiers. The time is rapidly coming however 
when the important qualification for such positions will be a 
man’s ability to deal successfully and amicably with labor. Yet 
how to do this is a subject which, I fancy, is never taught or 
referred to in the classroom. 

Like knowledge of the problems of sex, than which no de- 
partment of life is more sacred, vital or deserving of full and 
ennobling instruction, an understanding of this subject is left 
to be acquired by experience, often costly or bitter, or through 
chance information, gleaned too frequently from ignorant and, 
unreliable sources. Just as the first of these two themes is 
coming to be taught sympathetically and helpfully in our 
schools and colleges, so I believe the second, the personal rela- 
tion in industry, will eventually be regarded as an important 
part of those college courses whidi aim to fit men for business 
life. 
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After all, is it not the personal relations with one’s fellows 
which, when ri^tly entered into, bring joy and inspiration into 
onr lives and lead to success, and which, on the other hand, 
if disregarded or wrongly interpreted, bring equally sorrow and 
discouragement and lead to failure? 

Think what the ideal personal relation between father and 
son may mean to both. Some of us have known such contact. 
Our lives have been fuller and ridier as the result, freer from 
sin and sorrow. Others of us know from bitter experience 
what the absence of this relationship has involved. How help- 
ful to a student is such a friendly association with some pro- 
fessor who commands his confidence, respect and regard, and 
who is interested in his college work, not for itself alone, but 
quite as much because of its bearing on his future life’s use- 
fulness. What would college life be without the personal re- 
lationships which are formed during its happy days and often 
continued dose and intimate through life? 

Can you imagine a successful football team composed of 
strangers, having no points of contact, no sympathy with each 
other, no common cause inspiring them to strive for victory? 
Team play, the support of one player by another, would be 
well nigh impossible. Even in the army, where formerly the 
man who had become the most perfect machine was regarded 
as the best soldier, it is coming to be accepted that in addition 
to being obedient and subject to disdpline, the man who thinks, 
who is capable of acting on his judgment when occasion arises, 
who is bound to his fellow soldiers and his officers by personal 
friendliness, admiration and respect, is a far more efficient sol- 
dier. And whereas formerly, particularly in the armies of 
Europe, privates were not allowed to have any personal asso- 
ciation or contact with their officers, we hear that in the present 
war a spirit of cororadeship is developed by the officers with 
their men off duty, which personal relationship is building up 
rather than weakening the morale of the armies. What is true 
as to the relationships which I have mentioned is equally true 
in industrial relations, and personal contact is as vital and as 
necessary there as in any other department of life. 

Let us trace briefly the history of the development of indxis- 
try, that we may see where this personal relationship is present. 
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where absent, and what is the effect of its presence or absence. 
Industry in its earliest forms was as simple as it is complex 
to-day. The man who provided the capital was frequently the 
director, president, general manager and superintendent of the 
enterprise, eind in some instances actually worked with his 
employees. These latter were few in number. They were 
usually bom and brought up in the same community with their 
employer, his companions in school days, his friends and neigh- 
bors, often calling him as he did them by the first name. 

There was daily contact between employer and employee, 
and naturally if any questions or causes for complaint arose 
on either side, they were taken up at the next chance meeting 
and adjusted. Next came the partnership, a development nec- 
essary because more capitJil was required than a single in- 
dividual cared to or was able to provide. Two or more partners 
were thus associated together, but otherwise the situation was 
not materially different from that just described, except that 
more employees were required. 

With the invention of ^e steam engine and its application to 
railroads, which quickly began to make their way over the face 
of the earth; with the development of the steamboat, replacing 
to so large an extent the old sailing vessels and making possible 
the regular and frequent transportation of the products of the 
soil and of industry from one part of the world to another; 
with the perfecting of the telegraph, cable and telephone, there 
came the need for larger aggregations of capital in order to 
carry on the ever-expanding industries that were required to 
keep pace with this growth. This led to the development of 
the corporation, the capital for which was supplied in larger or 
smaller amormts by few or many individuals, thus making pos- 
sible almost indefinite financial expansion. And this form of 
business has continued to grow, as commerce and industry have 
become not only national but international and world wide in 
their extent, until we have to-day the United States Steel Cor- 
poration, with its 120,000 stockholders and its 260,000 em- 
ployees. 

It stands to reason that corporations of such magnitude have 
necessarily become hi^y specialized. The responsibility of an 
individual stockholder in a corporation is of course in pro- 
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portion to Ms interest, but the function of the stockholders in 
general consists in casting votes each year for the election of 
directors to represent their interests. The directors in turn are 
charged "with the general responsibility of developing the pol- 
icies of the corporation, some of wMch are matured by the 
officers, of selecting its officers and of seeing to it that the 
corporation is properly managed. The officers as the execu- 
tives of the company carry out the company’s policies and are 
charged with the actual operation of the compemy and the em- 
ployment of labor. 

As we contrast tMs gigantic organization with the simple 
form of industrial organization first described, it is at once ap- 
parent that in the very nature of the case the man who sup- 
plies the money seldom if ever comes in contact with the man 
who supplies the labor. Here we note a marked and serious 
change. While deplorable, this situation is practically inevi- 
table. Frequently the industry in wMch a stockholder has in- 
vested Ms capital is located in a far distant city. Not only tMs, 
but often investments are made in corporations wMdi conduct 
business in other countries almost at the ends of the earth. As a 
result of this lack of contact between labor and capital, the per- 
sonal relationsMp has disappeared, and gradually a great gulf 
has grown up between the two, wMch is ever widening. 

It is regrettably true that there are capitalists who regard 
labor as their legitimate prey, from whom they are justified in 
getting all they can for as litde as may be. It is also true that 
on the part of labor there has been a growing feeling that it 
wjfe justified in wresting everytMng possible from capital. So 
these two great forces have come too often to tMnk that their 
interests are antagonistic, and have worked a^inst each other, 
each alone seeking to promote its own selfish ends. TMs has 
resulted in the strike, the lockout and the various incidents of 
industrial warfere so regrettably common in tMs day and ap- 
parently on the increase. 

Reports of the United States Bureau of Labor Statistics 
show that for the first eleven months of 1916 there were 3,134 
strikes and lockouts in the industries of tMs coimtry, as against 
only 1,147 for the corresponding period of 1915. These in- 
dustrial conflicts have in some instances come to be little riiort^ 
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of civil war ; vast sums of money have been lost by both 
sides, untold hardship and misery have followed in their 
wake. 

I have not had access to data showing the cost to this coun- 
try of strikes and lockouts. However, the following quotation 
from a recent address made by Mr. Frank A. Vanderlip, Presi- 
dent of the National City Bank of New York, throws light on 
the subject. Mr. Vanderlip said: 

Tbe cost of the recent gannent-workers’ strike in New York City 
has been estimated to be m the neighborhood of fifty million dollars. 

The last anthracite coal strike in the short course of five months 
caused a loss of one hundred and twenty million dollars to employers 
and employees in the community. 

I have seen the statement that in a single year the losses that can 
be attributed to labor disturbances in this country total more than a 
billion dollars. 

These are extraordinary figures, and though some of them 
are doubtless merely estimates, they serve to show what enor- 
mous proportions the industrial problem has assumed and how 
serious and vital a question it has become. 

May I not add that almost beyond belief as these figures are, 
they do not include those terrible mental and moral losses 
growing out of struggle and conflict, nor do they take account 
of the depleted bank balances of the workers, and the hunger, 
suffering and distress which extend into the homes and which 
touch the lives not only of those immediately concerned, but of 
tens of thousands of innocent women and children. 

What I have said leads me to advance two ideas, both of 
which I believe to be profoundly true, but which have received 
far too limited consideration. 

The first is that labor and capital are naturally partners, not 
enemies. 

The second, that the personal relation in industry, entered 
into in the right spirit, gives the greatest promise of bridging 
the yawning chasm which has opened up between employer and 
employee. 

The mistaken point of view in regard to the relation between 
labor and capital exists on the part of both labor and capital 
as well as among the interested and disinterested public. Too 
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often capital regards labor merely as a commodity to be bought 
and sold, while labor not infrequently regards capital as money 
personified in the soulless corporation. It might seem that 
technically speaking both of these definitions could be justified, 
but they are far from being comprehensive and adequate. For 
both labor and capital are men — ^men with muscle and men with 
money. Both are human beings and the industrial problem is 
a great human problem. 

This is one of the first things we need to recognize, and it is 
just because human nature is involved in this problem that it is 
so intricate and difficult to solve. 

The popular impression that from the very nature of the 
case labor and capital are two great contending forces arrayed 
against each other, each striving to gain the upper hand through 
force, each feeling that it must arm itself in order to secure from 
the other its rights and its just dues, is even more imfortimate 
than it is untrue. I cannot believe that labor and capital are 
necessarily enemies. I cannot believe that the success of one 
must depend upon the failure or lack of success of the other. 
Far from being enemies, these two factors must necessarily be 
partners. Surely, their interests are common interests, the per- 
manent well-being of neither can be secured unless the other 
also is considered, nor can either attain the fullest possibilities 
of development which lie before both imless they go hemd in 
hand. Only when the industrial problem is approached from 
the point of view of a firm belief in this doctrine is there any 
hope of bringing about closer, more healthful and mutually ad- 
vantageous relations between these two forces. 

If, therefore, my first statement is true, namely that labor 
and capital are partners, then certain things must follow. They 
must have contact. This standing aloof one from the other 
must end. Partners know each other, they rub elbows, sit 
around the same table, come to understand each other’s point 
of view. Respect grows in the heart of eadi for the other, con- 
fidence is developed, and they come to realize that they are 
working with a common interest for a common restdt. But this 
attitude, this relationship, is the personal relation in industry. 
Nothing else will take its place, nothing else will bridge the 
chasm of distrust and hatred. 



268 JOHN DAVISON ROCKEFELLER, Jr. 

It is the recognition of the brotherhood of man, of the prin- 
ciple of trying to put yourself in the other man’s place, of en- 
deavoring to see things from his point of view. The old say- 
ing that honesty is the best policy is often scoffed at and pro- 
nounced unpractical, but there never was a truer saying. Hon- 
esty is the best policy. You may be able to deceive a man once 
or twice, or if he is exceptionally gullible, half a dozen times, 
but you cannot deceive him indefinitely. You may be able to 
deceive a number of people sometimes, but you cannot deceive 
all of the people with whom you have business dealings all of 
the time. You may be able to make a contract which gives you 
an unfair advantage of the other man, but the chances are that 
you cannot do it twice. 

From a purely cold-blooded business point of view, honesty 
is the best policy. Likewise do I say that to treat the other 
man as you would have him treat you is an equally fundamental 
business principle. This does not mean that you should sur- 
render your rights or neglect to avail of your opportunities. 
It simply means that in the game of business, the same rules of 
sportsmanship should prevail as in a boxing bout, in a match 
of golf, or a football game. Play fair and observe the rrdes. 
Let the contest be dean, gentlemanly, sportsmanlike, a contest 
always having regard for the ri^ts of the other man. 

Assuming, then, that the personal relation is a vital factor in 
successful indtistrial life, but recognizing the impossibility in 
this day of big business of reproducing it as it existed between 
employer and employee in the early days of industrial develop- 
ment, how can a like result be brought about, how can personal 
contact be established? 

Granting that it is impossible for the stockholders of a great 
corporation to come into frequent or even semi-occasional con- 
tact with their partners, the employees of a company, and that 
the situation is much the same with the directors, at least it 
is possible, and must be made increasingly so, for the leading 
rq)resentatives of the stockholders and directors, namely the 
officers of a corporation, to have such contact with the em- 
ployees, special officers being appointed for that purpose alone 
if necessary. Because of the vast number of employees in 
many a company, even this is difficult and altogether too infre- 
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quent to-day. As the officers of our great corporations come 
to see more and more that the problems of understanding their 
employees and being understood by them is a vital problem, 
one of the most important with which the management is con- 
fronted, they will be convinced not only of the wisdom of 
devoting far more time to such contact, but of the desirability 
and the advantage to themselves, and to the employees as well 
as to the company, of such closer relation and intimate con- 
ference in regard to matters of common interest and concern. 

If we look into our own experience, we find that the misunder- 
standings which we have had with other men have been largely 
the result of lack of contact. We have not seen eye to eye. 
Men cannot sit aroimd a table together for a few hours or sev- 
eral days perhaps and talk about matters of common interest, 
with points of view however diverse, with whatever of mis- 
imderstanding and distrust, without coming to see that after 
all there is much of good in the worst of us and not so much of 
bad in most of us as the rest of us have sometimes assumed. 

But some one says, “We grant the desirability of the per- 
sonal relation in industry. Theoretically we accept your sug- 
gestion as to how this lieory can be put into practice in the 
industrial life of to-day, but practically, will it work?” 

I can best answer this question by sa3dng that such a pro- 
gram has been put into operation in a certain coal company in 
Colorado, in which my father and I are interested and of which 
I am a director. If you will pardon a personal reference, may I 
say that when I visited Colorado some ei^teen months ago, 
I had the opportunity of talking personally with hundreds, if 
not thousand, of the employees of that company. These men 
and many of the people of Colorado had formed their (pinion 
of any one bearing the name of Rockefeller from what they had 
read and heard. Because of certain industrial disturbances 
which had developed in the state, bitterness and hatred had 
existed to a high d^ee. 

As I went from camp to camp I talked with the representa- 
tives of the men individually and privately, I went into the 
men’s homes, talked with their wives and dffidren, visited their 
schools, their places of amusement, their bathhouses, and had 
just sudi friendly relations with them as any man going among 
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th^ TP would have had. Frequently I foimd points of difference 
between the men and the officers, but in no single instance were 
the men as I met them other than friendly, frank and perfectly 
willing to discuss with me, as I was glad to discuss with them, 
any matters they chose to bring up. 

It often occurred that there was justice in the points which 
they raised and their requests were acted upon favorably by 
the officers. Also frequently situations were presented in which 
it was impossible for the company to meet the views of the 
employees. But never was a subject dismissed until, if unable 
myself to make the situation clear, the highest officials of the 
company were called to explain to the employee with the utmost 
fullness and detail the reasons why the thing suggested was 
impossible. No matter presented was left without having been 
settled in accordance with the request of the employee, or, in 
the event of that being impossible, without his having been 
fully convinced that the point of ffie company was just and 
tight and in the common interest. 

This personal contact with the employees of the company led 
to the establishment of mutual confidence and trust and to the 
acceptance on their part of the premise that they and we were 
partners. The men generally came to see that the man about 
whom they had heard was very different from the man whom 
they had met in their homes and at their work. While they 
distrusted the former, they believed in the latter. Before I 
left Colorado, a plan of industrial representation, providing 
for close personal contact between the duly elected repre- 
sentatives of the men eind the officers of the company, was 
worked out and adopted by a large majority vote of the 
employees. 

I will not take your time to describe this plan, but in sub- 
stance it aims to provide a means whereby the employees of the 
company should appoint from their own number as their repre- 
sentatives men who are working side by side with them, to 
meet as often as may be with the officers of the corporation, 
sometimes in general assembly, where open discussions are par- 
ticipated in and any matters of mutual interest suggested and 
discussed; more frequently in committees composed of an equal 
number of employees and officers, which committees deal with 
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every phase of the men’s lives — ^their working and living con- 
ditions, their homes, their recreation, their religion and the 
education and well-being of their children. In brief, the plan 
embodies an effort to reproduce in so far as is possible the 
earlier contact between owner and employee. 

I do not venture to make any prediction as to the ultimate 
success of the plan. Two interesting side lights, however, may 
be mentioned. The first is that whereas the plan itself and an 
j^eement covering working and living conditions was adopted 
by the coal miners employed by this company some fifteen 
months ago, since that time the same plan and agreement, 
adapted to the particular requirements of the steel workers, and 
also of the iron miners employed by the company, has been 
adopted by both. 

The second, while the company has reopened a number of 
mines formerly idle and is now working quite to the limit of 
its capacity in the production of coal, it has all the labor at 
its various mines which it requires, and that too without having 
made any special effort to attract labor to its recently reopened 
mining camps. At the same time, other coal companies in the 
state of Colorado, as well as generally those throughout the 
United States, are understood to be having difficulty in securing 
an adequate supply of labor. 

But there is a further reason why the personal relation in in- 
dtistry is of such vital importance, and that is in order that the 
attitude and purpose of the owners and directors of a company 
may be rightly understood by and interpreted to their partners, 
the employees, and vice versa ; also that all grievances may be 
taken up and adjusted as they arise. 

How true it is that when some petty representative of a great 
corporation makes a sharp trade with a customer, the customer 
at once says, “Obviously, the president of this corporation is a 
dishonest and unscrupulous man. It must be that he has di- 
rected his events to pursue these sharp and crooked practices.” 
However hi^ minded the owners or directors of a company may 
be, it is of the utmost diffioilty to guard ^;ainst such practices 
on the part of an occasional i^resentative. But it is obviously 
just as unfair on such grounds to maintain that the owners and 
managers are unjust and crooked in thdr bumness methods as 
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it would be to say that the whole tree was bad, simply because 
one apple on it had spots or imperfections. 

The employee in any corporation must form his opinion of 
the owners and directors of the corporation from the petty offi- 
cers or foreman with whom he has personal contact. Too often 
these men, not infrequently promoted from the ranks, become 
overbearing and arrogant in their treatment of those under 
them. This very naturally is as irritating and unjust to the 
employee as it is distressing to the company, and it is at this 
point in ninety-nine cases out of a himdred where grievances 
arise. 

The Colorado Industrial Plan to which I have referred has 
been so drawn as to gioard against the exercise of arrogance 
or oppression, by providing various channels through which the 
employee with a grievance can at once secure a S5nnpathetic 
and friendly hearing, carrying his difficulty to the president’s 
ear, if necessary. The foreman who knows that any arbitrary 
or unjust action on his part may be reviewed by his superior 
officers is very much more careful in his treatment of his men, 
always wanting to avoid having his decisions reversed. 

If a slight scratch made on the finger with a rusty nail is 
immediately cleansed with an antiseptic wash, it heals at once. 
On the other hand, if the poison which has been introduced 
is allowed to remain, soon inflammation sets in, the disorder 
spreads, and serious menace to life may result. And so it is 
with the petty grievance. If it is dealt with S 3 mipathetically 
and justly, immediately it is made known, peace, harmony and 
good will are readily maintained. On the other hand, if in- 
difference is shown and lack of S5Tnpathy, the grievance is 
nursed and from it grows the industrial disorders which later 
become so acute and difficult to heal. An ounce of prevention 
is worth much more than a pound of cure. In no place is this 
sasdng truer than in dealing with hiunan natiure. 

If I were to sum in a few words what I have been en- 
deavoring to say to you in regard to the personal relation in 
industry, I should' >say, apply the Golden Rule. 

Every hiunan being responds more quickly to love and sym- 
pathy than to the exercise of authority and the display of dis- 
trust. If in the days to come, as you have to do with labor, you 
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will put yourself in the other man’s place and govern your ac- 
tions by what you would wish done to you, were you the em- 
ployee instead of the employer, the problem of the establish- 
ment of the personal relation in industry will be largely solved, 
strife and discord as between labor and capital will give place 
to cooperation and harmony, the interests of both will be 
greatly furthered, the public will be better served, and through 
the establishment of industrial peace, a great stride will have 
been taken toward the establishment of peace among nations. 



CHARLES M. SCHWAB 

HOW TO SUCCEED 

Charles M. Schwab is a striking example of success. The story 
of his Kfe makes a most interesting chapter in the great book 
of romance in American business. He was bom at Williamsburg, 
Pa., in 1862 and as a boy drove a stage from Loretto to Cresson 
in Pennsylvania, While still a mere boy he entered the service 
of the Carnegie Co. as a stake-driver in the engineering corps 
of the Edgar Thompson Steel Works. His promotion was rapid. 
He became Superintendent of the Homestead Steel Works when 
he was 25; General Superintendent of the Edgar Thompson 
Steel Works when he was 27; President of the Carnegie Steel 
Co., Ltd., when he was 35 and President of the U. S. Steel 
Corporation at 39. There will be found elsewhere in this volume 
(page 62) the address of Mr. Darwin P. Kingsley on presenting 
a bronze tablet in behalf of the New York Chamber of Com- 
merce in commemoration of Mr. Schwab’s service to the country 
during the War. As Director General of the ship building of 
the U. S. Shipping Board Emergency Fleet Corp. his great en- 
ergy and enthusiasm were of incalculable benefit. This address 
was given at Princeton University March 16, 1920. It is of 
especial interest as a direct and informal talk from a leading 
capitalist to an audience of boys just facing the responsibilities 
of life. Mr. Schwab’s tribute to Andrew Carnegie is printed 
in Volume IX. 

To-night I have not made a single bit of preparation except 
the preparation that may come to one on the spur of the mo- 
ment who imagines himself to be young again, who imagines 
himself to be one of you, who looks back with the pleasure 
that I would feel if I were one of you and talks to you as an 
older boy who has been through a great many years of experi- 
ence in a more or less personal manner. If I do talk in this 
way, I hope you will pardon me if I talk about myself or my 
industries or things of that sort. I do so only with a view of 
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your better imderstanding and appreciating the points that J 
want to make to you. 

For the first time, this evening, down at the clubhouse, I saw 
the subject that I was to lecture upon. Well, I don’t suppose 
it makes mudi difference what was on the bulletin boards, 
but it’s rather what I may have to say to you that will interest 
you. Here you young men, next year or within a few years at 
least, will be ready to start upon an active life of usefulness in 
this country, and you want to hear from one who has been 
through the turmoil and strife of industry for many years 
about what are the qualifications, what are the things that at^ 
tract attention, and what are the things that will lead to your 
greater and better success in life. 

And, before I start that, I want to tell you what I think of 
what success in life means. I told these good-looking young 
gentlemen in evening suits down at the dinner table this eve- 
ning — and I never had a more deli^tful dinner — don’t mind 
saying that I never talked quite so much and never to a more 
interesting crowd, but what I did say to them, and now tell you, 
is defining what I mean by a successful life, and it will bear 
repetition, 

I know that it is very difficult to convince the great majority 
of people that men who are in active pursuit of life have any 
other object in view than the making of money. Well, now, 
boys, that is a great mistake. The real leaders of industry and 
the real men in life, and the real successes in life, are not al- 
ways the men who have made lots of money or a great fortune. 

My idea of the successful life is the man who has successfully 
accomplished the objects for which he set out, to do something 
that is worthy of a real American man. Money is often a 
matter of diance or good fortune, and is not the mark of a 
successful life. And while I have some money — ^not mudi 
since I paid my taxes, boys— it is not the thing that brings a 
throb of pleasure or a thrill into my life. And I wotfid not 
pose as a successful maTi if that was to be the measure. But 
when I look about me and see the multitude of friends that 
I have after forty years of business association with men, when 
I see the great lines of smoking stacks and blazing furnaces that 
have come into being because of my interests and activity in 
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life, and when I see a work that I set out to do successfully ac- 
complished and meeting the approval of my fellow men, then a 
real thrill comes into my heart and I feel that I have done 
something worth while. The money one doesn’t think about as 
long as you have enough to pay your bills and keep your busi- 
ness going. 

I said in a speech in Pittsburg a short time ago, with refer- 
ence to my dearest friend that I ever had in life, Andrew Car- 
negie, that he used to say to me when I went to him with my 
balance sheet and showed him how many hundred thousand 
dollars we had made that month or year, “That’s interesting, 
but show me your cost sheet.” That is the mark of success- 
ful manufacturing, how economically and how well you do a 
thing, not how much money you make in the doing of it. So, 
boys, his mark — and he was a wise man — his mark of a suc- 
cessful industry is my mark of a successful life. Set out 
with some definite purpose in life and accomplish that pur- 
pose. 

I was not able to place the quotation myself, but your honored 
President here, a doctor of philosophy, told me this evening the 
name of the philosopher who said it, and that was that there 
is little that the human mind can conceive that is not possible 
of accomplishment. Now, the thing you want to do is to malri* 
up your mind what you are going to drive for, and let nothing 
stand in the way of its ultimate accomplishment. Why, boys, 
one of the greatest pleasures in life to me is to have the recog- 
nition from such a body of young men as you are here to-night, 
to have you say, “We would like to hear something from the 
man that we think has been successful in some thing s in life.” 

I had rather have it than millions. It brings more pleasure and 
more satisfaction. 

Now, in my long experience in business life and association 
with men, there are some fundamental things that must not be 
overlooked. 

If I were asked to say the most important things tha t lead to 
a successful life I should say that, first of all, was integrity — 
unimpeachable integrity. No man can ever do anything of any 
great value in life and have the confidence and approval of his 
fdlow men or be succ^sful in his undertakings with other 



HOW TO SUCCEED 277 

business men if he doesn’t have the reputation of being a man 
of honor and integrity. 

And I don’t mean by that that a man shall be so hi^ in the 
moral and social state of life that he is incapable of any action 
that might not be regarded as always right, but I have the 
higjiest regard for a man who, when he has done something 
wrong, manfully admits it and constantly sticks to the truth of 
integrity, however much it may seem to hurt. 

I am going to speak of a young man that I regard as the 
most successful young man I have ever known. And if I did 
not regard him as the most successful young man that I know, 
he would not be the President of the Bethlehem Steel Com- 
pany. I am going to speak of a young man that I have known 
since he was a man your age — refer to Eugene Grace. You 
may have heard of him — and you baseball fans imdoubtedly 
did — because he came down and played baseball at Princeton 
many years. He came from Lehi^ University. When I first 
knew him he was a shoveler of coal with an electric crane. I 
followed his career on and on and on. And whatever may have 
been saiid of Mr. Grace you could always depend upon it abso- 
lutely that when Mr. Grace said a thing you would know the 
absolute facts, good, bad, or indifferent. And, to-day, Mr. 
Grace stands among the great business men of New York and 
this coimtry, with the reputation of being a man with absolute 
integrity and a man upon whom everybody can place the great- 
est possible confidence. 

That is the very foundation of a successful life. With this 
to start upon, then the other is going to be easy going and easy 
following. 

You can make up yom: mind to do one of two things: You 
can have a good time in life or you can have a successful life, 
but you can’t have both. You have got to make up yom: mind 
at the start which of the two you are going to have. 

There is no royal road to a succ^ful life, as there is no royal 
road to learning. It has got to be hard knodcs, morning, noon, 
and ni^t, and fixity of purpose. 

Never has there been a time in the history of the world when 
so mudi opportunity offers for the leading of a successful life 
as to-day. What would I not give to be one of your age again. 
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and have the opportunity of starting life afresh! You think 
the opportunities of the past will not be the opportunities of the 
future. In that, boys, you make a mistake. 

When I first started in the steel business the whole United 
States produced only 1,000,000 tons of steel in a year. That 
was about 1880. In 1890 we had got to 8,000,000; in 1900, 
to 12,000,000, and in 1920, we have got to 45,000,000 tons of 
steel annually. Now, we thought twenty years ago that the 
steel business had reached its zenith. We are just as far from 
the zenith to-day during your normal lifetime as we were from 
the zenith twenty years ago. 

I don’t say you shall become manufacturers or business men 
or professional men — don’t know what you are going to be. 
But this I do know: That any man who goes into an3dhing 
in life and does it better than lie average will have a success- 
ful life. If he does it worse than the average his life will not be 
successful. And no business can exist in which success can- 
not be won on that basis. If it did exist, and nobody could 
make a proper success or get a proper return from it in life, 
the business would tend to go out tmtil it would reach a basis 
on which it could be profitable. 

Another important thing is loyalty. 

Now, that is what you boys in universities and colleges learn. 
You learn loyedty to your Alma Mater. You learn loyalty to 
yomr fellow students. You learn loyalty to the friendships that 
are going to follow you through life. The one thing that you 
are distinctively in the university is that you are loyal men. Be 
loyal. What little success I may have won in life I attribute 
to the loyalty I had for a dear old friend who was my first 
steel master, whom you perhaps have never heard of. Captain 
Bill Jones. 

Captain Jones was a great mechanic, just a natural genius 
at mechanical things. No education at all. He knew nothing 
of engineering or chemistry or the sciences. Now, I was 
thrown in, fortunatdy, with him. I made up my Tnind tW I 
could be very useful to that man by learning things tha t he 
could not learn, and, above all, by being loyal to him and never 
letting the world know that the things for whidi he received 
credit were not his own creation. Boys, did you ever stop to 
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think that a great man in life who has won great acclaim and 
great reputation is the very man who is willing to share and 
give the honor to others in the doing of things that made 
him great? TTie man that will selfi^y steind along and pro- 
claim that he is the man who has done these things never is the 
man who really did them. My own e^ierience is that there 
is no real effort in life that is not done better under encourage- 
ment and approval of your fellow men. A man goes along 
then with greater confidence. You must learn to let others 
shcire with you in that which you are doing, and honor and 
credit will be reflected upon you for so doing. 

Marshal Foch, the great commander, said to me a diort time 
ago, when I congratulated him upon the wonderful work of the 
War: “This great military staff is like an orchestra, and each 
one fills his place. Each is equally important in the func- 
tioning of the whole. If the baton is in my hands it is 
merely a matter of chance, but we shall see to it that each 
man in this staff gets recognition for that which is due.” You 
never heard a great man say, “I did this,” or “I will 
do that.” 

In the management of my great enterprises I have yet ever 
to find fault with any man. If a man is of the character that 
you must find fault with him to get the best out of him he is 
not a man to be desired in an organization. Show me the man 
that will do his best under approval, and I will diow you the 
man that has within him the elements for successM going 
ahead. 

Now, to come back to loyalty. 

Be loyal to the people with whom you associate at the start. 

When this good Captain Jones came to the end of his life’s 
work, do you not suppose it was worth more to me than any- 
thing else to have him say: “That is the man that helped me 
do these things”? 

Remember alwas^s that it will but attract attention and credit 
to yourself to share it with those who help you. Be loyal when 
you start life, bo}^, wherever you start. Make your employer 
feel truthfully that you are sincere with him; tlmt you are go- 
ing to promote his interest ; that you are going to stand for the 
things which he represents ; that you are proud of being a memr 
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ber of his staff, and there is nothing that will reap you a richer 
reward. 

Loyalty above all ! 

Boys, there are other things in life than mere work. I be- 
lieve an appreciation of the finer things in life, the learning to 
know the beauties of literature and art and music, will help 
any man in his career. A man to carry on a successful busi- 
ness must have imagination. He must see things as in a vision, 
a dream of the whole thing. You can cultivate this faculty 
only by an appreciation of the finer things in life. No active 
business life, whether it is manufacturing or something else, can 
prevent you from enjoying the beauties of life. These finer 
things will contribute to your success. 

Be friends with everybody. When you have friends you will 
know there is somebody who will stand by you. You know 
the old saying that if you have a single enemy you will find 
him everywhere. It doesn’t pay to make enemies. Lead the 
life that will make you kindly and friendly to every one about 
you, and you will be surprised at what a happy life you will 
live. 

I said, coming down in the carriage, “What would I not give 
to be your age again ! ” I have not a single regret in life. The 
hardships that have come to me in life have but made me the 
keener enjoyer of the good things in life. I tell a story of a 
German workman I had years ago, and a saying of his that I 
adopted as a motto in life. We were having labor difficulties at 
the mill. He was a loyal fellow. The workmen picked him up 
and threw him into the river one day because he had reported 
for work. He came into my office all covered with mud and 
water to tell me what had happened. I asked him what he 
said. He said, “I 3mst lauded.” That’s the thing to do — 
“Yust laugh.” 

I am going to tell you a little more — am not lecturing to- 
night, but just talking as if you were in my drawing-room. 
I would just like to say to you what I feel, just as if you were 
my own sons. 

I want to tell you a little more about this man Grace, because 
one often sees the point in a successful life best by anal}rzing 
a single individual. I told you of his great faculty of making 
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good, no matter in what position he was placed. This boy went 
on and on. Above all, he worked hard with that brain of his 
which had been trained in the university to think and concen- 
trate upon the subject that he was thinking about until he had 
reached a satisfactory conclu^on. Now, that is the great point, 
to concentrate and think, upon the problem in mind until you 
have reached a satisfactory conclusion in your own mind, and 
then finally go ahead. If you have made a mistake, all right. 
Never find fault with a man because he has made a mistake. 
It is only a fool that makes the same mistake the second time. 

Now, in my own establishment you will be interested to 
know something about how we do things. You boys will all, 
of course, have to start to work upon a salary. But the quicker 
you get out of working for a salary the better for all concerned. 
In our works at Bethlehem and San Francisco, and all over the 
United States, I adopted this system: I pay the managers of 
otur works practically no salary. I make them partners in the 
business, only I don’t let them share in the efforts of any other 
men. For example, if a man is manager of a blast furnace 
department he makes profit out of the successful conduct of his 
department, but I don’t allow him to share in the prosperity 
of some other able man in some other department of the estab- 
lishment. I give him a percentage of what he saves or makes 
in the department immediately under his own control and 
management. For example, if it takes a dollar a ton to make 
pig iron, and it takes him a dollar a ton to make pig iron, I say 
to him: 

“Wdl, 3?ou are no better than the average manager over the 
coimtry. Therefore you are entitled to only the usual wages. 
But if you can make pig iron at 90 cents a ton you are entitled 
to share with me in a large part of the profits. And if you make 
it for 40 or 50 cents a ton you share to a very large degree.” 

Therefore, I don’t care how much a man earns. The more 
he earns the better I like him. And I pay in what I call 
bonuses to the various superintendents and managers of the 
different establishments more money for their successful man- 
agement than I pay the stockholders of the concern in divi- 
dends. And it will surprise you to know the greit smns of 
money that some of these men make. I would be afraid to tdJ 
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you for fear of discouraging you in your start in life. But I 
don’t mind saying that forty, fifty, sixty, a hundred thousand 
dollars a year for these men is not infrequent. And in the case 
of men like Mr. Grace, well, many, many times that. 

It is a matter of common knowledge and it is a matter that 
has been published. And I am glad to tell you that in the 
carrying out of this principle, Mr. Grace has earned consider- 
ably more than $1,000,000 a year. Mr. Lee knows Mr. Grace, 
and he knows that that statement is correct. It would run into 
several millions. 

Now, I do the same with the working people. I say that a 
good workman is entitled to more pay than a poor workman. 
And, therefore, wherever it is possible we have our workmen 
paid for the amovmt of work they do. I know that is contrary 
to the general rules of trade-unionism, etc., but it is the proper 
economic basis that a man shall be paid for the work he does 
and proportionately to the work that he does. And so I carry 
this principle through every establishment that I have. The 
Bethlehem business is now the second largest business in the 
United States. It was exceeded only by the Steel Corporation 
last year. Other than that, it was the largest business in the 
United States, and I give it no more thought or no more atten- 
tion and not as much as I have to my coming to be a iguest of 
you bo3^ here this evening. 

In writing the organization for our establishment I say the 
President shall have no duties, and shall keep his mind free to 
survey and direct the whole afiair, so as to have it go in har- 
mony. I am so confident of the organization we have got that 
I find that they do better when the old man is away. I have 
never yet seen a record broken in any department when I was 
at all attending to business. It has always been broken when I 
have been away, when a man has been put upon his own mettle 
to show what he can do. But I am no boss. I let younger men 
run these great establishments, notwithstanding the fact that I 
own the greater part of them. The younger fellows get to learn 
that if they are successful they can run the old fnan around. 
After all, there is nothing so scarce in the world as competent 
and successful men in the management of a business. There is 
nothing we are so constantly looking for as that. 
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Now, to be more practical: A lot of you fellows are going 
out into life. Let me give you a bit of advice. If you have 
any influence in the world to get you a start in life, don’t use it. 
Thie worst thing that can happen to a man is to start life with 
influence. He has got to do twice as well as the fellow that 
starts upon his own merits, because, after all, its depends on the 
general opinion of all those around you as to how competent 
and successful you axe, and when everybody says that you do 
well because of the influence back of you, then you have got to 
do twice as well as otherwise. If you are going into any manu- 
facturing establishment, don’t go there by reason of any in- 
fluence you may have. Start upon your own merits, and start 
in some lowly position, no matter what it is. Be a laborer, if 
you will. I don’t know but that is the best way to start. 

A man educated in a great university is ten times the man 
who has not been educated in a university, if he will only learn 
that education in a university is not different from education 
in the workshop. You caimot be aristocrats unless you earn the 
right to aristocracy. And the aristocracy in the future is not 
one of wealth or university education, but the aristocracy of the 
men who have done something for themselves and their fellow 
men. And that is what will make the real man. That is the 
lesson that you have got to learn, and that is the lesson that so 
many of oxir college bo3rs don’t learn. They go into a great in- 
dustrial or other establishment, and they imagine because they 
have a diploma from Princeton or Lehigh or Lafayette or some 
other college or university that they are in a different plane 
from the other men. Boys, unless you get that out of your 
heads you are going to learn the sorriest lesson you ever learned, 
because it won’t succeed. 

This Great War has taught us many things. The one thing it 
has tau^t us above everything else is that the true life is the 
life of modem democracy and simplicity, that it is not one of 
show or of extravagance ; that we are men, because we are men, 
and because we have the true instincts of men, and we are not 
men because we are rich or because we occupy a high social 
position or because we have influence. Now, that’s the thing 
that boys from univeraties have got to leam; and they are 
learning it fast. And this War has tau^t us more t han any- 
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tfiing else that it is now in fashion, and it is in the most liberal 
sense the fashion, to be simple and to be democratic; that the 
real man is the man that will live in that way and derive more 
genuine pleasure and satisfaction in the doing of it than he 
imagined before. 

I harl a lesson brought home to me here to-day that I have 
been thinking of ever since. You have here in Princeton the 
daughter of my dearest friend, Mr. Carnegie, and I went to 
her home to see her to-day, to wish her the happiness that she 
deserves. I was the first one to see her but twenty-one or two 
years ago, and I saw her to-day. With all of her wealth and 
everything that she might have that the imagination might de- 
vise, I saw her living in the simplest of cottages in the simplest 
and most imostentatious style and the happiest young woman 
it has been my privilege to meet for many years. 

Now, boys, there is an object lesson for all of us. I have 
a great house in New York. I have a great country estate. 
About the only pleasure I get out of them is the fact that I have 
to pay their taxes and have enou^ money in the bank to do it 
with. I don't own the estate and I don’t own the house. They 
own me. My secretary made up one day a list of my assets 
and liabilities. I am not going to tell you what they were. 
But he had this great estate and house on the side of my per- 
sonal assets. I said: "You are wrong; they are not an asset, 
they are a liability. Put them on the other side.” So it is, 
boys. As I grow older I find I want to have simpler things 
about me, the truest of my old friends. And, boys, if you could 
know the joy of the long association and companionship with 
men such as I have known, you would realize that you yet are to 
have such a compensation for old age as you have no idea of, 
and you are to enjoy the truest thrills that come to the life of 
any man. 

Now, boys, I have talked to you a long time. I have talked 
because I love to talk to you, and I see how interested you look. 
Just one thing more. Go at your work. You may not find 
yourself the first year. You may start at work that you think 
will not be agreeable to you. Do not hesitate to change. If 
you find that it is not according to your tastes and ultimate am- 
bitions, then change and go into something that is more pleas- 
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ant. No man can be successful at work if he doesn’t find the 
work he has to do pleasa n t. No man ran ever do a thing well 
that he is not interested in. You boys will find in your classes 
that you do best in the things you like to do. When you start 
in life, if you find you are wrongly placed don’t hesitate to 
change, but don’t change because troubles come up and difficul- 
ties arise. You must meet and overcome and conquer them. 
And in meeting and overcoming and conquering them you will 
make yotirself stronger for the future. 

Then go on and select your work. Let us suppose you be- 
come a craneman. Suppose you become a clerk in a lawyer’s 
office. Give the best that is in you. Let nothing stand in the 
way of your going on. 

I am going to tell you the story of a msm that came to see 
me in New York, Charles W. Baker, the President of the Ameri- 
can Zinc Company, a very good friend of mine. Thirty years 
ago, as manager of the Homestead Mills, I went to Cleveland 
to see some plates that were being made. I got there at six 
o’clock in the morning. I had telegraphed the Superintendent 
that I would be there that morning. He was in the office. 
But, being early in the morning, I went right out to the works, 
thinking I might see something out there that would guide me 
in the making of these plates. When I got to the works I found 
this young msin Baker, a stenographer and employee of the 
office, who had not been directed to go out there, but who 
thought when the works manager arrived out there he might 
want somebody to be on hand to meet him, and he was there, 
the only one that was there. And when I went back I said 
to the Superintendent: “Watch that young man. When you 
have a chance give him a chance, because he is in earnest.” It 
wasn’t long before Baker got to be his assistant. Lat« he was 
agent. Later I made him the general agent of the whole Car- 
negie Company. Later I made him a partner. To-day he is 
many timfts a millionaire and the President of the Great Ameri- 
can Zinc Company in New York, Tbat is the story. That 
one little thing helped him forward. 

But don’t believe, boys, that you can make opportimities for 
tMng s like this. That will always fail. They must come nat- 
urally, and the only way that they can come naturally is to 



286 


CHARLES M. SCHWAB 


your whole heart, give your whole soul, give your every 
tuougnt, give your every act to the accomplishment of what you 
are going to unaertake. If you will but make up your mind 
and determination to go through with what you undertake, you 
will have done more toward a successtul life than you will 
have done in graduating from this great university, and you 
will do that which will bring you more genuine pleasure, satis- 
faction, and comfort in life than anything else you will ever do. 

ON BEING AWARDED A BRONZE TABLET 

This address was given by Mr. Schwab upon receiving from the 
New York Chamber of Conunerce a bronze tablet in recognition 
of his service in the War. The ceremony took place at the New 
York Chamber of Commerce April i8, 1921, and the address of 
presaitation by Mr. Darwin P. Kingsley is printed in this volume 
on page 62. 

Mr. PKEsmENT, Gentlemen op the New York Chamber op 
Commerce: — My friends, accustomed as I am to public speak- 
ing over a good many years, I think I can say, with all truth, 
that never before have I felt quite the sense of embarrassment 
that I feel to-day; never have I quite felt that it was going to 
be so difficult to express all that was in my heart and mind. 
Words would be utterly inadequate to express the gratitude that 
I have in my heart at this moment. 

Indeed, when I listened to your distinguished President’s very 
eloquent speech, it was hardly possible for me to realize that 
I was the subject of it, and I was reminded of a little story, 
that, even in the dignity of this great body, I think I might re- 
peat, as illustrating my position: When I was a yotmg man, 
coming home from the nulls one day, very proud of the impor- 
tance of my position as manager, a working man’s wife and 
little girl passed by, and the wife said to the little child, “Look, 
dear, that is Mr. Schwab in the buggy.” I was seated in a 
buggy beside a colored driver, and the little girl immediately 
^ed, “Which one, mamma?” [Laughter.] 

Apropos of this distinguished honor, I want to tdl you an- 
other story that I think illustrates my feelings very well. Pos- 
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sibly you have heard it before, but I am fond of telling it. 

Just after the War, I was in England, and I met a soldier 
one day, who was decorated with medals from one shoulder to 
the other, and I said, “Now, there is some great and distin- 
guished man whom I must meet and get his history,” and, going 
up to the man, I asked him if he would mind telling me the 
circumstances that led to all these honors that he possessed, and 
he said he would do so with pleasure. He said, “Now, this one, 
this first large medal that you see on my left, I received by mis- 
take, and I have had all the others given to me because I had 
the first one.” 

■ As I sat here, thinking of the honors that come to men, I 
could think of no honor that I should more highly prize than 
the honor possessed by the President of this great and distin- 
guished Chamber of Commerce of New York — a. man who re- 
flects credit upon the Chamber, who is typical of the great men 
composing this Chamber, and who is human enough in his heart 
and in his soul to express the sentiments of appreciation for 
men, that we all neglect too much. [Applause.] That, to 
my mind, is true honor, and that, to my mind, is true American 
citizenship. 

In my long experience with men and things, I have found 
that the best work and the best effort of every man who is 
worth while come under the spirit of approval of his fellow 
men ; that you will never get the best that is in any man — ^in- 
dividually or patriotically or in any other way — except under 
the stimulus of approval from the men worth while, whom he 
regards as his friends, [^plause.] 

Your President, in his very kindly overdrawn speech, has so 
beautifully expressed his thou^t, that I wish to take this op- 
portunity of congratulating him upon his splendid conception 
of that great principle. 

Now, my friends, I have just returned from Europe, where 
I met many of the important people in the various coimtries, 
and discussed the situation, and it seems to me it would not 
be inopportune for me to say a little something to you about it. 

The problems that pertained to the winning of the War were 
very great, and tmder the stimulus of excitement and patriot- 
ism, were wonderfully met, but even greater problems confrcmt 
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us now. The solution of these will require the intellect and the 
ability of America’s ablest men; and that is what this great 
Oiamber— the world’s oldest business organization in point of 
continuous activity, as I am informed — ^must think about. 

The fundamental principles of prosperity in every country 
are so well imderstood that they need but little if any discus- 
sion. They are so simple that with the proper cooperative 
action, the American people, collectively, can easily place this 
wonderful country of ours in the position that it is so well 
qualified to hold among the nations of the world. 

I have keen admiration for our allies, who are making such 
efforts to rebuild the world, but I come home from Europe with 
one very strong misgiving, that gives me sleepless nights and 
troubles me a great deal. I have been wondering whether, hav- 
ing won the War and made all the sacrifices that it involved, we 
are going to lose the fruits of victory. 

If there was one thought above all others borne in upon me 
by my observations in Europe it was this : Germany has gone 
back to work as has no other nation in Europe. Her working 
people are economizing, sacrificing and throwing themselves 
into real production. 

Is it possible that after having won the War, we of the allied 
nations, with everything in our hands, will allow Germany to 
win the peace through the efforts of her labor? 

Will it be possible that the pressure of adversity will have 
taught the Germans such a lesson in the need of thrift and hard 
effort that they will have gained the permanent benefit from 
the War, while labor in the allied countries would have reposed 
in its ease and security and let go the most brilliant opportimity 
in all history? 

Germany can to-day put a ton of steel in England at a price 
$20 a ton cheaper than what it costs England to make it. Ger- 
many is to-day selling pneumatic tools in Detroit, where for- 
merly we made such machinery and shipped it to Germany to 
sell Aere cheaper than she could make it. 

The difference is solely a matter of labor costs. 

Fundamentally the basis of all modern progress is the effi- 
ciency of labor. And the only sure road to restored prosperity 
is through the thrift and hard work of our people as a whole. 
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We hear much talk of the danger to American industry from 
European dumping. We have, on the one hand, a great obli- 
gation on the part of Europe to pay her debts to us ; on the 
other, our absolute necessity to develop our export trade — which 
means all our products abroad. 

We find om business burdened with taxes and restrictions of 
one kind or another. Yet I have complete confidence that 
the administration now in power at Washington will legislate 
soimdly and correctly with reference to both tariff and taxation. 
That administration will correct the present weaknesses in taxa- 
tion, and it will develop a system of customs duties which will 
promote and not hinder the development of industry. 

I likewise see the master minds of the Nation carefully study- 
ing and developing methods of distributing among all our people 
the burden of liquidating our war debts. That burden must 
be met, and it will be met cheerfully. But, after all, these prob- 
lems of tariff and taxation are but incidental, as compared with 
the transcendent question of work. 

There are serious questions that we have all got to consider. 
Do you realize that in the manufacture of steel 85 cents out of 
every dollar paid out is paid for labor? Mr. Rea of the great 
Pennsylvania Railroad, has just told us that 70 cents out of 
every dollar that he pays out is for labor. 

^A^en you come to analyze commerce there is nothing to it 
but labor. If you are a manufacturer of steel, for instance, 
you may say, “We pay frei^ts, and we pay for other things.” 
But frei^t, when analyzed to its finality, is nothing but labor; 
and, therefore, the future of this country and the maintenance 
of its great commercial position, depend upon the efficiency of 
its labor. The other costs of manufacture rq>resent but a 
small part of the total. The capitalist or manager gets only a 
smal l part of what the world produces. 

Therefore, our efforts must be bent in the direction of con- 
vincing the great mass of working pet^Ie of this country of 
the necessity of our winning and retaining our place in business 
and commerce. That place can be won only throu^ the work- 
ers’ own efforts and throu^ their own efficienqr. 

Now, I am one of those men who believe that the best work- 
man ought to have the best pay. I bdieve that the best man 



290 CHARLES M. SCHWAB 

in any line of business ou^t to have the best return; and 
upon that fundamental principle we can build this structure 
that will last for all time. 

God has endowed us with natural resources greater than 
those of any other country in the world, but it will require the 
united effort of all of us to realise upon them. We must join 
with nature in making this cotmtry the foremost among the 
manufacturing and business people in the world. I believe it 
will come only through difficulties and trials or struggles, but 
it will come quicker through a thorough appreciation of the 
situation by our great mass of working people. 

I am one of the men who admires and stands for American 
labor. American labor, as a rule is of a higher type than the 
great majority of people generally think. [Applause.] I say 
without hesitancy that in my long experience with labor and 
the average American laboring man, I have found standards of 
honesty and morality just as high as those of myself or of any 
other employer in tffis country. [Applause.] 

Labor should have its fair share of the results of industry. 
Labor diould be recognized as entitled to consult with manage- 
ment in the mutual interest. Labor cannot be driven, and busi- 
ness cannot be successful unless the men employed in it are en- 
thusiastic and loyal. That loyalty cannot be obtained with a 
big stick ; it must be based upon fair dealing and S3mipathy. 

I believe in reward, and that every man should be rewarded 
as nearly eis possible for the good work he does — ^the more work, 
the more reward ; the better work, the still higher reward. 

But labor kills the goose that lays the golden egg when it 
attempts to use its power not merely to secure justice, but to 
extort something unfairly from the other fellow. Labor on 
the whole can be paid only what labor as a whole earns, and if 
some sections of labor exact more than their share of the cur- 
rent produce of the world, other sections of labor are going to 
suffer and receive less than their share. 

Our laborers are entitled to a high standard of living, and we 
should throw around them every possible opportunity to realize 
it. But the average standard will necessarily depend upon the 
average production, and not upon the mere money rates which 
are paid. 
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The world is going through a period of deflation, which means 
that the average money prices of ever5?thing must come down, 
and in so far as labor sets its face against a reduction in money, 
as distinguished from real wages, labor is setting itself against 
progress. I say this believing myself to be a genuine friend of 
labor, one who would rather see men happily, actively and con- 
tinuously at work than to observe any other pictmre in the 
world. 

The labor problem underlies our railroad problem. Railroad 
rates are to-day bearing heavily upon industry. We formerly 
sold pig iron at a profit, and at about $14 a ton. To-day the 
cost of transportation involved in making a ton of pig iron is 
more than $14, the gross price at which we formerly mar- 
keted the finished product. Obviously here is a situation which 
must be corrected. The railroads are not to blame, for they 
themselves cannot make ends meet at the present schedule 
of rates, assuming present rates of costs. But their costs 
must come down, and the principal part of their costs is 
labor. 

The same difficulty confronts our merchant marine. Whether 
it is in operating ships, building ships or repairing ships, labor 
C(»ts in America in particular and to some extent throu^out 
the world have been hopelessly high, more than the business 
will bear. That this is so is best evidenced by the millions 
of tons of Upping now Isdng idle in the harbors of the world, 
the great number of shipyards without work to do, and the 
htmdreds of thousands of men who ^ould be engaged in ship- 
ping and shipbuilding, without tasks to perform. 

I am not suggesting legislation. Nothing is further from my 
purpose than to arouse heated argument or to stir up further 
dissension and irritation. I am trying to point out what is in 
the interest of all men to do for themselves. 

We hear mudi of Bolshevism, mudi of Labor Unrest; at 
times we hear the word Revolution. But these are but a)n- 
tagious diseases of the body of civilization, and I believe that 
antitoxins of good cheer, mutual confidence, fairness and jus- 
tice will ultimately cure these ills and make the world healthy 
and strong again. 

These are problrans to be settled man to man. We want ftee- 
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dom for employees and freedom for employers. We have at 
Bethlehem a plan of collective bargaining known as “Em- 
ployees’ Representation.” It works. And it works by actually 
recognizing the rights of the men to negotiate with the man- 
agement, and not engaging in needless discussion over words 
and phrases. 

About all that is needed to put the world on its feet are the 
ri^t qualities of mind and heart on the part of all men. The 
world must have its leaders, and never was leadership more 
needed than it is to-day. But this is not a time when a few 
men can save the world. 

The call is not merely to the leaders, it is to the rank and file 
of men everywhere. 

I mention the need of cooperation and confidence among 
the men who work, no matter what may be their relative ranks, 
because it is the vital factor underl}dng everything. Only as 
we are willing to work to-day, work as we never have worked 
before, will civilization survive. 

I believe that the time has arrived when American labor must 
have a voice in its own efforts; that American labor must be 
represented in the highest coimcils of commerce ; that the day 
of autocratic government of labor has passed, and that we 
should meet the workman as our equal, and discuss our prob- 
lems and his own problems with him, and in that way bring 
about a relationship that will undoubtedly redound to the bene- 
fit and credit and advancement of America. 

This is a week of great decisions among the nations. As to 
what the Allies will do, and what Germany herself will be pre- 
pared to do concerning reparations and indemnity, we are still 
to learn. But I venture to make this observation : That above 
the struggles and controversies of the moment, we must recog- 
nize that the world is an economic unit. In the long run no na- 
tion can prosper unless the world prospers. 

The supreme need of the world is peace and good will among 
men. It must be peace founded upon justice and fairness, the 
rioting of past wrong, and the securing of the future as far 
as possible against the evils of the past. 

Much of Europe’s trouble to-day grows out of the fact that 
there is no peace in the hearts of men. There is no peace in 
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reality between so many of the nations. There is no peace be- 
tween capital and labor. 

Now, my friends, I Lave detained you sufficiently long on 
this serious subject. It has been difficult for me to speak to- 
day, because, whatever may be said to the contrary, men worth 
while in business are men of heart and sentiment. If I did 
not find any sentiment in business, if I had no sentiment in 
manufacturing and upbuilding works, I would have been out 
of it long ago, because, to my mind, it would not have been 
worth while. 

But when I look about me, and see the faces of friends, as 
I see them here to-day, when I find there is really a lot of senti- 
ment in industry, when I see the faces of friends in the indus- 
try in which I am engaged, about me — friends that are true 
and tried — ^sentiment wells up in my heart, and repays me a 
thousand fold for all the efforts that I have ever made ; and all 
the accumulation of fortune or money or business prestige pass 
into the background of insignificance when compared with the 
great satisfaction that one has in knowing that one lives in a 
community of friends, who are appreciative of character, appre- 
ciative of American citizenship, and appreciative of true man- 
hood, which cannot exist without sentiment, and the throb of 
the heart that responds, when such sentiments are so beauti- 
fully expressed as they have been by your distinguished Presi- 
dent to-day. [Applause.] 

I love to tell stories of incidents of my country home life in 
the little village of Loretta, in Central Pennsylvania, Going 
about daily I will see some incident that will bring some pleas- 
ant recollection or happy thou^t to my mind. I had one a few 
weeks ago, that I think is perhaps appropriate to tell you about. 

My wife, who graces this meeting, with your kin<fly permis- 
sion ard at your invitation [applause] — ^my wife had a very 
pretty maid, and I had a very handsome farmhand, and the two 
fell in love with eac h other. The maid was accustomed to the 
ways of New York society, while the man, who was honest and 
straightforward, was a man who had been accustomed to the 
ways of the country. However, in due time, the wedding took 
place. 

We were all present, and greatly overjoyed at the happy mar- 
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riage — ^the bride with her face wreathed in smiles of happiness, 
and the groom a picture of keen satisfaction. When the cere- 
mony was completed, I turned to him, and said, “John, you 
have forgotten to greet the bride.” John said, “By George, you 
are right,” and taking her by the hand, he said, “I am happy to 
meet you.” [Laughter.] 

Now, my friends, he might have said a great deal more, but 
he could not have expressed more, either of his love or senti- 
ment, than he did express. And so your humble speaker to- 
day, however xmcouth, however impolished may have been his 
words, however irregular may be the formation of his sentences,, 
no man, with all the eloquence of your President, or of Mr 
Depew, or of Demosthenes, could express a sentiment deeper 
than that which I feel in my heart this moment, which wells up 
into my breast and overwhelms me. This is something that 
will live while life lasts, something that has brought a thrill of 
satisfaction that is inexpressible in words. 

American citizens deserve no credit for doing their best to 
protect their country. There is scarcely an American citizen 
who has not done that thing. There is not an American citizen 
who would not do the same thing over again, whatever mi^t 
be the consequences. [Applause.] Our country first, our coim- 
try all the time. We would not be worthy of the name of 
Americans if we did not have that desire, that willingness to do 
something — anything — for our country and our fellow man. 
[Applause.] 

■Vihiile I was glad to do my humble part in the War, and was 
happy in the doing of it, if I had but one supreme wish to ex- 
press at this moment, that wish would be that I could con- 
tribute, in like manner, to the winning of peace, as we all did to 
the winning of the War. [Applause.] Let us, therefore, repre- 
sented by this great Chamber, with all the distinguished men 
who are its members — ^let us, therefore, lend our efforts to the 
winning of a successful peace for the world and for ourselves, 
and for this beloved coimtry of ours, that has been and always 
will be at the top of all nations of &e earth. [Applause.] 

Not only has God endowed us with great natural resources, 
but he has endowed us with a citizenship so full of patriotism, 
so founded on integrity, honor, and righteous feeling, that this 
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country must go onward and forward. I am an optimist; I al- 
ways have been an optimist. I hope I never shall be anything 
but an optimist ; and as to the future of this great and glorious 
country of ours, any man who is not an optimist, I am sure, 
could never be admitted to membership in the New York Cham- 
ber of Commerce, which typifies and exemplifies the very high- 
est order of American citizenship. 

My friends, thank you, thank you, thank you a thousand 
times. Emotion breaks my voice, and I can say no more but 
“thank you.” [Applause.] 



STUART PRATT SHERMAN 

TO BTreiNESS MEN ONLY 

The sudden death of Stuart Sherman on August 21, 1926, re- 
moved one of our most distinguished men of letters and critics. 
Bom at Anita, Iowa, in 1881, professor of English literature at the 
University of Illinois from 1911 to 1924, he already had a notable 
reputation when he became literary editor of The New York 
Eerdd-Tribune in 1924. The address which follows is of un- 
usual interest because Mr. Sherman was speaiing for the literary 
profession to an assembly of business men and executives. It 
was delivered before the Rotary Club of New York in 1925, and 
was printed in McNausht^s Magazine. 

Gentlemen: In your graver hours, you successful business 
men think of literature as an amusement with which women 
and children divert themselv^ while two-fisted executives are 
directing the world’s work. In more indulgent moods, perhaps 
you concede that literature is the paper frill with which dainty 
persons take hold of the lamb chops at the banquet of life. 
The secretary of your diimer dub explained to me the concep- 
tion of the literary profession prevalent among your members. 
He has courteously invited me, if I have any critidsm of the 
“rating” which you give the literary profession, to e:q>lain — 
frankly, as man to man, “what the devil is the use of literature 
an3rway — ^such stuff as we are produdng nowadays,” 

I will be as frank as possible. But I doubt whether I can 
tell you here what I have in mind. The place is too public. 
There are too many of you here — ^too many successful business 
men staring with blank incredulity at the strange apparition of 
an unsuccessful author in your midst. I am not, you see, a 
hardened public speaker. In fact, I do not much approve of 
speaking as a profession. Almost by necessity, public speaking 
leads to charlatanism. The orator must speak in headlines and 
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capital letters. He must simplify and dilute. He must roar 
out, with punching emphasis and without modiilation, what 
ought, in the interest of truth, to be uttered conversationally or 
in an undertone, with delicate shadings and qualifications. 
Jove, Jdiovah, all the gods, are represented as having voices 
that could have filled Madison Square Garden without effort or 
the use of amplifiers; yet They never attempted to address the 
Jewish or the Greek people en masse; all the important “mes- 
sages” were delivered to one or two auditors in lonely places in 
the mountains. No matter how hard a man tries, he can seldom 
speak truth to more than two or three persons at once. 

But, gentlemen, let us speak about something less volatile, 
less abstract, less impalpable than truth. Let us have some- 
thing concrete before us. Let iis talk about food, keeping close 
to realities. There is a restaurant in town which serves excel- 
lent food. Oh, doubtless there are several! I speak of one 
that I know. It serves superior food regularly to hundreds of 
people daily, probably to thousands. By superior food, I mean 
that which retains the shape and flavor and fragrance which be- 
long to it, and I am thinking especially of fruits and vege- 
tables, to which nature has imparted flavors and aromas hardly 
to be improved by art. I have been lunching weekly at this 
restaurant for a year or more; and I have never known its 
quality to fail. Recently I learned how its high standard is 
maintained. In its kitchens there eire no cauldrons in which, for 
example, the exquisite young flesh of beets is stewed up in vast 
messes to feed multitudes. Though thousands are served, all 
food is prepared in portions for d^t. No more. 

I seize upon this concrete fact as a text and a symbol. Pres- 
ently I will iise it in “apologizing” for the literary profession. 
But put that out of 370 ur minds for the moment. 

In this little fact which I have just related, I find a sugges- 
tive S5nnbol of our big American “problem” at the present time. 
To feed a hundred million people. To feed them everythmg 
they want. To feed them bread and m^t, and also politics, 
religion, sdence, art, and letters. To satisfy their hungers. 
And 3ret, not to feed them the soft diapdess pasteurized mash 
and claptrap which must apparently be served when every- 
thing is prepared and messed up together in Gargantuan caul* 
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drons, destroying the edge, form, flavor, and fragrance of our 
individual perception of things. 

My restaurant, in its “small comer,” has solved the national 
problem in Us latest aspect. We others, most of us, are still 
stolidly working away at the first, gross, large aspect of the 
problem, namely, how to feed a hundred million people at a 
time. Of course we shall always have to keep plugging 
away at that. We shall always have to keep the familiar 
mechanisms of large scale production in repair. We shall prob- 
ably always have certain uses for orators and billboards and 
headlines and skysigns ; for standard oil, and standard tobacco, 
collars, and tooth brashes ; for common schools and public uni- 
versities and federal legislation and broadcasting and national 
conferences and clubs. When people are hxmgry enough they 
will eat shoe leather ; when they are thirsty enough, they will 
drink ditch water — if nothing better is to be had. So naturally 
they will alwas^s prefer a standardized article to an3dhing ielow 
the standard. 

But here is the exciting thing to be meditated on by all 
live purveyors to the public. One hundred millions are less 
hxmgry and more fastidious than they were ! They don’t relish 
shoe leather and ditch water and communal soup as they used 
to relish these things. They are beginning, here and there, to 
inquire who is working effectively on the second phase of the 
national problem : how to feed a hxmdred million people without 
taking all the flavor out of their food. There is a loudening 
murmxu: of discontent over many of the triumphs of our large 
scale production — a discontent traceable directly to tke devel- 
opment and sharpening of individual taste in the intercourse of 
a fairly rich, well-nourished but relatively gross and undiscrimi- 
nating national society. If organizations are going to keep 
pace with the taste of the time, they will have to leam more and 
more how to individualize their business. 

The low respect which successful business men often exhibit 
for the profession of letters is due, I believe, largely to this: 
authors cannot be organized into powerful corporations, headed 
by able executives, and led successfully into business “on a com- 
mercially profitable scale.” 

Since the literary market is enormous, the idea has often 
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tempted organizing imaginations in tlie editorial world. And 
authors themselves are constantly getting up leagues, clubs and 
societies, and dining together to talk about their interests, as 
if they were really as capable of effective association in the pro- 
duction of literature as automobile manufacturers are capable 
of effective association in the production of cars. 

But very little which the world will not willingly let die was 
ever written by an association of authors. A good writer is 
incorrigibly an individualist and a handicraftsman. In the bot- 
tom of his heart there is an tmvanquishable hostility towards 
all machinery and towards all institutions which diow any in- 
clination towards using him as a cog or as a spokesman. He 
insists on speaking as one man to another, even when he is 
writing for one of those popular weeklies which reach a milli on 
readers. If he doesn’t insist, he soon drops from the literary 
into the manufacturing class. 

There is a significant distinction between the orator and the 
writer. Tlie orator must be prepared to move a mass of men 
at once. The writer addresses himself to one man at a time. 
If Conrad had been asked to write a story for a million read- 
ers, I fancy he would have desired to reach them all and to 
entertain them all. But certainly he would have refused to 
“write down,” to coarsen and vulgarize his truth, or to take the 
individual color and flavor out of it. His problem would have 
been to induce that elephantine public to incline its great ear 
near enough to overhear him telling his story, with all its fine 
shadings of truth, into the ear of one intelligent crony. That 
is the way good stories are told. 

To seize a megaphone and to become the mouthpiece of a 
political party, or of a church, or of a traditional interest, or of 
a social class, or of the Army or the Navy, or big or little busi- 
ness, or feminism, prohibition, or other organized reform, that 
is an easy and safe form of authorship, which at once insures 
you a constituency and a backing and a bodyguard. It places 
you in the organized world. It makes you a part of the elab- 
orate system of institutions in which we live and have our 
being. 

But the young generation in which we are now living is 
obviously weary of listening to every type of “official spokes- 
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man,” who goes on pouring out the “truth” to which he has 
been committed by the makers of his platform, by the code of 
his class, by the Good and the Beautiful as defined in 1880, by 
the Constitution of the United States, by the Apostles’ Creed, 
or by the Book of Genesis. What the “oflBcial spokesman” 
says, may be as nutritious as boiled potatoes and as wholesome. 
But to the fastidious taste of the coming generation it lacks 
flavor. It is obnoxious from a lack of individual distinction. 
It is flat with a kind of mild, respectable, decorous insin- 
cerity. 

Attempting to tell the truth as a free individual renders 
life at the same time more difficult and more zestful. The effort 
usually pleases individuals, and those of the most interesting 
sort. It pleases those who are themselves engaged in the same 
difficult, zestful enterprise. 

On the other hand, all efforts at truth-telling may be faith- 
fully counted on to offend some organization or institution. If 
I may judge from my own experience, a detached individual 
rarely complains that a writer has hurt his feelings or wounded 
his sensibilities. Relatively speaking, the feelings of an in- 
dividual are seldom hypersensitive. Letters of pained remon- 
strance usually originate in organizations and institutions. The 
most sensitive thing in the world seems to be an association 
with a president and a secretary. 

Meditate on that fact, and you will understand why so many 
writers come to believe that institutions and organizations are 
unfriendly to truth. In general, why should they be friendly? 
Often their lives depend on something else. There are other 
things than truth in this world — other things in which most in- 
stitutions are vastly more concerned: such vital things as their 
own perpetuation, power, and progress. The institutions of 
which the master passion is the pursuit and promulgation of 
pure truth are, in number, negligible. 

In the long run, the best friends of an honest writer will 
never be institutions but always individuals. The institution is 
always disposed to urge a writer to cut off his nose to save his 
face. But no individual as such proposes that sort of surgery. 
For example, probably no individual ever really desired to have 
a book suppressed — at least, not till after he had read it. 
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Consider once again, for a moment, this matter of censoring 
books. 

The only book which is worth writing or reading is one which 
makes some discovery about life. An author who advances 
literature in any measurable degree is alwas^s a discoverer. He 
comes before you saying: “Here, gentlemen, is the report of a 
discovery which I have made about myself and about your- 
selves and about all of us. I don’t know just what it is worth 
— perhaps less than I hope. I don’t know what you will think 
of it. But there it is: my honest exploration of life, my report 
on life, intended as my contribution to what Socrates regarded 
as the philosopher’s business — self-knowledge and self-acknowl- 
edgment.” 

To that sort of announcement the individual man, taken off 
by himself, invariably responds: “Give me that book. That 
is precisely the book I want. No other sort is worth reading.” 

But that identical individual, if he happens to be an official 
or a leading member of any organization, that same individual 
is capable of putting the book under his coat and crying : “Sup- 
press that book I Truth is dangerous. Truth is contagious. 
Truth is shocking and subversive. For God’s sake, tell us any- 
thing you like but the truth.” 

The comic aspect of the matter is equally illustrative. Not 
long ago I wrote an article on George Washington based on the 
recent publication of his diaries and on other researches. In 
the course of it, I happened, following Roscoe Thasrer, to ex- 
plain the austere jutting out of Washington's lower jaw by the 
fact that he wore a set of badly fitting false teeth. Instantly 
South California was up in arms. That is a slight exaggera- 
tion. What I mean is, that I received at least twelve pages of 
letters from Dau^ters of the American Forefathers, Southern 
California Branch, protesting against my article as disrespect- 
ful, disreputable, improper, insulting, and perhaps even a trea- 
sonable blow at a sacred American institution. 

It did not occur to any of the ranbattled ladies, who wrote to 
me so passionatdy, to deny that Washington wore a badly fit- 
ting set of false teeth. None of them denied that the little 
fragment of truth about the teeth had excited and interested 
them more than Wajdiington’s State Papers or his Farewdl Ad- 
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dress. None of them denied that those teeth had brought the 
Father of their Country home to them, so to speak, like their 
own fathers and grandfathers. 

But as members of an organization established for the pur- 
pose of keeping ancestral gravestones in perfect repair and 
schoolhouse busts of the Fathers covered with an impeccable 
coat of whitewash, they were in honor botmd to protest against 
the little searching touch of truth which brought the dead to 
life. 

On another occasion I wrote a small article on religion. I 
said first, that men had always put under the protection of 
God the things in which they believed. I said that we no 
longer believe in witchcraft, infant damnation, and the Ptole- 
maic astronomy. I said that we do believe, in these days, in 
science, in health, and in a considerable amount of mutual for- 
bearance. Accordingly, I said, it is right for us to put these 
things under the protection of God, and to think of them as 
among the lively interests of God. 

I have a good friend in, let us say, Termessee. Man to man, 
he believes just about as I do concerning these things. But 
he is more than a man 1 He is a Scotchman, an Old Puritan, 
a Blond Nordic, and I sometimes suspect he is a Kleagle. He 
read the article and he said that it made him “sick.” I asked 
him why. He said: “I want a God with guts! and a real 
Heaven ! and a Hell that bums 1 ” 

I told him not to be worried about God, for whatever God 
was recognized in any age would be a God with power to act 
and to enforce his will and his real interests. “But for the sake 
of argument,” I said, “suppose there isn’t a Hell that bums. 
Should you want me as a writer to keep on insisting in print 
that there is one?” 

“Certainly,” he replied. “I’ve got to have a Hell that burns.” 

I probed for some time to discover why a brimstone Hell was 
so indispensable to his happiness that he was willing to have 
me lie about it in order to have one at hand. At last I learned 
that the only real use to which he proposed to put the Hell was 
to bum the newly elected Catholic mayor of his town. 

Well, there you are. That is the sort of pressure which over- 
organized, over-institutionalized men are always bringing to 
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bear upon a writer to deflect him from the plain pathway of 
truth, and to use him in bolstering up institutions which are 
crumbling with dry-rot. 

I am not speaking, gentlemen, against institutions. They 
have a right to influence me all they can. Many sorts of organ- 
izations and associations influence me daily. I am glad that 
they do. I should be inhuman if I were not influenced and 
impressed by them. In the long run, I hope that what I write 
may be useful and not injurious to them. But if I am to be 
useful to them, if I am to make any contribution to their life, 
I must, to a certain extent, resist as well as yield to them. As 
I look at the matter, there is a real necessity for distin- 
guishing the fimction of the writer from the function of institu- 
tions. 

Political parties, chmches, tmiversities, and all similar asso- 
ciations, together with the dubs and organizations of successful 
business men, are engaged in a great campaign, with lai^e pur- 
poses and grand objectives. They are doing a magnificent work. 
They are dvilizing the hundred million. They are feedii^, 
dotMng, housing, baptizing, educating, and T naking standard 
Americans of us by battalions and regiments. Taken aU to- 
gether, these agendes may be considered as the grand general 
staff Meeting the main advance of the men in imiform, “the 
armed dtizenry.” 

Where, then, do the authors of our books come in — seven to 
ten thousand of them annually? Where do all our new^apers 
and magazines and reviews, om: novelists and poets and biog- 
raphers and historians, come into the scheme — with their enor- 
mous, many-sided, and bewildering “rqwrt on life”? 

Often you complain, you successful business men, you com- 
plain that the literary fellows don’t march, don’t keep step, don’t 
fig^t, are poor men in the ranks, are not “encouraging the game” 
— ^meaning, of course, your game. 

Wdl, in this connection, the more I think of it the more 
I am indined to believe that literature and the literary men 
actually serve you best by not wearing uniform, by not tnarch- 
ing, by not fitting, and by not keeping step. 

I’ll tell 3rou exactly why. The success of every big modem 
campmgn in war or in budness depends, I understand, largdy 
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upon the efficiency and freedom of its information and research 
departments. Literature and literary men ought to be regarded 
by institutions and organizations as their Information Depart- 
ment, as that chiefly. The Propaganda Department is another 
bran^ of the “service,” which operates far behind the “firing 
line.” 

Now, if the General Staff has decided that an army is to ad- 
vance into new territory, it does not wish its Information De- 
partment to get into the ranks and march. Still less does it 
wish its Information Department to jump on the ramparts and 
yell, “Hooray, boys, we’re with you. Go ahead.” Even less 
than that, does it wish its Information Department to get to- 
gether and spin out of its own brains rosy, fictitious bulletins 
about the land that lies on the other side of the trenches. 

No: what it wants of the Information Department is informa- 
tion / It wants accurate, full, exhaustive information concern- 
ing what it is up against — ^just as detmled and accurate as can 
be made. Writers who are furnishing you such information, 
whether it is about what is going on in South America or what 
is going on inside their own heads, are not idle fellows. Hiey 
are busy about their function. That is their job. That is what 
they can do better than anyone else. 

In order to get that sort of information about human life; 
about American society, about what people are feeling and 
thinking, believing and hoping at this hour, your writers have 
got to be given the freedom of scouts and explorers. You can’t 
regiment them. You can’t keep them altogether in marching 
step. They must go ahead of the line. You can’t tell them 
in advance what they are to find. And you are a perverse gen- 
eral staff if you attempt to dictate to them in advance what they 
are to report when they return from scouting and exploring. 
The business of an information department is to find what 
there is there, and to report what it finds. 

If you will treat yoiur writers like that, if you will try to see 
your writers of all sorts in that relation to your own activities, 
if you form the habit of regarding books and reviews as reports 
on life, I think you will find that you have in current literature 
an extraordinarily sensitive register of the changing temper and 
morale of your fellow men, indispensably valuable to you in 
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understanding the conditions in which you must work out your 
own problems. 

Have you not recognized this as one of your problems: that 
dry-rot tends to come creeping into an old established business? 
The thing is paralleled in all institutions and organizations. 
Dry-rot creeps into the state, into the church, into the univer- 
sity, into literature, into the finished and established upper 
stratum of society itself. All institutional bodies which attempt 
inflexibly to perpetuate themselves according to the principles 
on whidi they were fotmded — ^without growth, without expan- 
sion, without fresh discovery, without the admission of new 
life — all such are headed towards decay and death. 

In current literature, if you know how to use it, you may 
learn how to keep your business, your institutions, in touch with 
the generation which is coming up now and is going to inherit 
by and by, whether you like it or not. Unless you wish a com- 
plete breadht of continuity between the old times and the new, 
you had better come to some “understanding” with the heirs. 
And you will get the most trustworthy reports about them if 
you encourage your writers to report to you not as officials but 
as individuals, preserving faithfully the edge and flavor of their 
own perceptions of life. For good writers, like the managers of 
my restaurant, serve thousands well “by cooking in portions 
for eight.” 
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THE ATTITUDE OF INDUSTRY 


The year 1935 found business men amdous to present the points 
of view as well as the needs and demands of merchants and manu- 
facturers. Amcms the leaders was Mr. Harper Sibley, President of 
the Chamber of Commerce of the United States. He is a lawyer, 
bom in New York City on April s, 1885, educated at Groton, 
Harvard, and New York Law School, a leader in various business 
enteiprises, with his home in Rochester, New York. The address 
printed here was made at a luncheon of the Merchants Association 
of New York on May 28, 1933. Included by permission. 

This deciaon of the Supreme Court is veritably a battle of 
Marathon. It is a tremendously swe^ing, important deciaon, 
and I refer, of course, to all three decisions, not only to the 
NIRA but to the Frazier-Lemke bill, and also to the Htunphrey 
decision. Altogether, they are of amazing importance, and I 
think that one of the tWngs that make business men most 
satisfied is the fact that they were imanimous. 

I wish to settle at once any question as to the attitude of the 
Chamber of Commerce of the United States. As its newly 
elected president I call upon all employers of labor who are 
members of the chamber and its constituent organizations to 
make no immediate changes in hour or wage schedules. I am 
confident that this will be the policy of American business. 

May I say in passing that I am particularly happy to see 
that one of the first reports that I have heard comes from the 
vice-president of the Eastman Kodak Company, who makes the 
statement this morning that this bill will have no effect on their 
wages and hours; and more statements have been made by a 
considerable group of companies, even before this luncheon, to 
the same effect I know this is a moment when the companies 
will recognize their responsibilities. 

The Chamber of Commerce has long been on record in favor 
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of fair trade practices, the abolition of child lahor, the main- 
tenance of minimum wages and of maximum hours of labor. 
Moreover, the chamber has been on record in favor of the 
principle that employes must be protected in their rights to 
collective bargaining. I reaffirm the resolution of the recent 
annual meeting of the National Chamber which reads; 

“Any attempt to bar any form of honestly organized labor 
group from the provisions of collective bar gainin g or to bar 
minorities from the privilege of conferring with their employers 
upon terms of work is un-American, indefmisible and unsup- 
ported by any considerations of the public interest.” 

This is the moment of great opportunity but also of grave 
responsibility for the American business man. This is his mo- 
ment to prove his good faith! 

View of the American Business Man 

I welcome the opportunity today to present the view of the 
American business man, which I believe to be sound and con- 
structive, and to correct some gross misstatements of fact made 
by Mr. Ickes, Secretary of the Interior, at Birmin^am, Ala., 
yesterday. 

In this address the Secretary stated among other things — ^I 
quote: 

“The United States Chamber of Commerce does not any- 
where nearly represent the rank and file of the business inter- 
ests of America. . . . The action of this group in condemning 
everything that this administration has done can readily be 
understood when it is realized that they represent the selfish 
faction of big business in the United States. The chamber has 
recently been dominated by those Wall Street interests that 
operate on the theory of ‘dog eat dog,’ ‘may the devil take the 
hindmost.’ That is the reason that it does not and cannot 
speak for the great mass of business men of the United States.” 
• 

Without entering into any argument, let me give you the 
facts as to what the Chamber of Commerce of the Unit^ States 
does actually represent. 

In its voting membership are 1,151 Chambers of Commerce 
or Boards of Trade, scattered all across the country. While 
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we represent thirty-four Chambers of Contimerce in cities of 
over half a million, 488 other chambers are located in cities 
and towns of under 10,000 people. 

Moreover, the by-laws of the United States Chamber provide 
that in all voting as to matters of policy each organization shall 
be allowed one vote for its first twenty-five members and a vote 
for every two hundred additional members up to a maximum 
of ten votes. The small chambers of commerce, therefore, have 
an overwhelming majority in the balloting. 

Now as to the annual meeting held during the first week of 
this month, which passed certain resolutions. The member of 
the Cabinet in referring to these resolutions in his speech 
yesterday said: 

“No political party longing for a return to power has ever 
viewed with greater alarm the activities and purposes of the 
party in power than did the self-appointed spokesmen of the 
United States Chamber of Commerce at its recent session in 
Washington.” 

Let me again state the facts. At this annual meeting there 
were 1,119 registered delegates, duly authorized in writing by 
their own chambers of commerce or trade associations. Let me 
give you this representation on a geographical basis. Twenty- 
three per cent of the members present from commercial organi- 
zations came from the near-by States of New York, New Jersey, 
Pennsylvania and Delaware. The States are grouped in our 
regular districts. 

Nearly as many— namely, 19 per cent — came from Kentucky, 
Ohio, Indiana and Michigan. 

Eight and a half per cent came from New England. 

Eleven per cent from Maryland, District of Columbia, Vir- 
ginia, North Carolina and South Carolina. 

Six and three-quarters per cent from Georgia, Florida, 
Alabama, Mississippi, Tennessee. 

Ten per cent from Illinois, Wisconsin and Iowa. 

Eleven and three-quarters per cent from Missouri, ELansas, 
Colorado, Arkansas, New Mexico and Louisiana. 

Four and a half per cent of those actually in attendance came 
from North Dakota, South Dakota, Nebraska, Minnesota, 
Montana and Wyoming. 
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Five and a half per cent from Washington, Oregon, Cali- 
fornia, Idaho, Utah, Nevada and Arizona. 

Eight per cent of these delegates came from large cities ; 20 
per cent came from cities and towns of under 25,000 people. 
Was this “Wall Street” speaking? Was this— and I quote the 
Secretary again — “a. handful of men who from their luxurious 
offices in Wall Street would dominate”? 

As to another matter the Secretary made a misstatement of 
fact, and, of course, knew that he did so. In his statement, that 
I have already quoted, he said: “The action of this group in 
condemning ever3rthing that the administration has done, etc.” 

Let me turn to the records themselves. 

In the statement on foreign trade the Chamber went on 
record: 

“The National Chamber urges active support of the recip- 
rocal trade agreement program of the government.” Then 
follows a group of clauses urging adequate support to the De- 
partment of Commerce and the Department of State in the 
promotion of foreign trade. 

In the next resolution the Chamber enthusiastically com- 
mends the land policy program of the administration. 

In another resolution the Chamber supports the program for 
the rehabilitation of the American Merchant Marine. 

As concerns national defense our resolution reads: “We now 
have a logical and orderly plan for the maintenance of the 
Navy and for the replacement of obsolete ships at a level which 
is sufficient to provide against emergency. This plan should 
be maintained.” 

Similar support was given to the program of the Army and 
Navy to expand and improve their respective air services. 

Then let me add that on May 21 I sent out a signed state- 
ment not only to every Chamber of Commerce but to thousands 
of business men as wdl, headed: “The President’s veto of the 
bonus bill must be sustained.” 

Further, we support the President’s strong position on in- 
flation as follows: 

“The vice in paper money is not academic or theoretical. It 
is of the most practical and demoralizing sort. Inevitably, 
such money confecates the savings of those who are thrifty 
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and it lays tibe burdens of taxation upon those least able to 
bear them ; for the inflation of paper money always causes the 
cost of living for wage-earners to rise much faster than wages 
can follow. Every person obtaining his living from wages or 
salary is placed between inexorable pincers. There is like dis- 
tress for every person d^endent upon an annuity or pension, 
including disabled war veterans themselves living upon pension 
pasmients.” 

As you see, these resolutions were far from “condemning 
everything that the administration has done.” 

But the 1,151 representative members of the chambe- that 
gathered from all parts of the United States did vigorously 
disagree with certain of the policies and methods of the present 
administration. In voicing this disagreement we believe we are 
peaking as free men in this coimtry have the right to speak. 
In stating our honest convictions we certainly were not the 
tools of a handful of men from luxurious offices in Wall Street, 
as the figures of our widespread representation that I have given 
you absolutely prove. 

We protest first of all against, not the control of business 
from Wall Street but the vast, planned centralized control over 
every man’s affairs from the bureaus of government in Washing- 
ton. We do not believe that wise and efficient Federal regimen- 
tation of American business is within the bounds of human 
brains and ability. We believe that business men and farmers 
should be encouraged in proper cooperation and in fair business 
practices — ^the elimination of child labor, etc., — ^but we demand 
that it shall be in the form of voluntary cooperation and not 
through imposed Federal coercion. 

In the resolution passed at this annual meeting on the sub- 
ject of the National Industrial Recovery Act — I am going to 
speak very briefly on that act, as it has now passed on — ^it is 
stated: 

“We believe that the present law should be allowed to expire 
in June of this year, but that prior to expiration substitute 
legislation should be enacted for a definitely limited period on 
a temporary and voluntary basis.” 

By its action of yesterday the Supreme Court of the United 
States completely cleared the air — and we hope eliminated from 



ATTITUDE OF INDUSTRY 311 

the picture the further danger of Federal coercion in intrastate 
codes. 


Important Advantages op CobpERATivE Action 

Nevertheless, business men certainly recognize the many and 
important advantages of cooperative action. 

At the very banning, when the NRA program was set up, 
business men came to Washington because there were under- 
lying problems which could only be met — ^and we realized that 
— ^by wise cooperation. 

The United States Chamber of Commerce, in its advocacy of 
voluntary codes for business, holds that the trade associations 
are the instruments which can and must be employed to a 
greater extent than heretofore to settle all codes of fair practice 
upon a voluntary basis. 

You know, there is such a thing as a code of honor. We have 
got to see t^t codes, if they are entered into volimtarily, are 
lived up to, but they must be voluntary and not coercive. 

Again, our resolution in reference to the regulation of public 
utilities protested that this bill woidd seek to superimpose 
Federal regulation upon State regulation of operating utilities. 
This bill would go further than to set up Federal regulation 
upon State regulation of operating utilities but would undertake 
to destroy utility holding companies. This destruction of 
mterprises not only will mean violation of fundamental princi- 
ples but inevitable losses to millions of innocent investors. 

Our resolution concerning social security, while urging the 
study of all legitimate plans for old-age pensions and un- 
^iqiloyment insurance, questions “the propriety as well as the 
constitutionality of this whole legislative program.” 

However, leaving technical questions aside, the United States 
Chamber of Commerce has long advocated that employers 
devdc^ plans of their own for adequate old-age and unemploy- 
ment benefits. The position of the chamber was recently cited 
in the opinions of the Supreme Court in the railroad retiranent 
case. There can, therefore, be no suggestion that this organiza- 
tion, in approaching these subjects, has been lacking in sympa- 
thetic attention. 
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Measures That Are Dangerous to the Future of Business 

It is knowledge of these problems and concern over the great 
burdens imposed upon employers and employes by the bill be- 
fore the Senate that have caused the Chamber to urge that the 
portions of the bill dealing with these subjects should have 
further and detailed consideration before legislation is at- 
tempted. Thorough examination of both the bases and the 
form of such legislation should, in our opinion, be made by a 
Congressional committee in the period before the next session 
of Congress, with opportunity for the committee to inform itself 
as to all phases of problems respecting which the most earnest 
advocates of legislation of this character continue to disagree. 

It would seem obvious that so large a scheme as the bill 
contains for Federal aid to the States in caring for aged indi- 
gent persons should likewise be postponed until the subject can 
be more completely canvassed. 

Delay in action upon these three features of the bill cannot 
cause detriment, since the proposed legislation provides that 
payroll taxes will not in any event commence until 1937. 

In regard to the Wagner Labor Relations Bill, which pro- 
poses to set up a National Labor Relations Board, the chamber 
has said: “While supporting the right of the employes to free- 
dom of self-organization and of collective bargaining, it is, 
however, the conclusion of our membership that Federal regu- 
lation of employer-employe relations not only would go beyond 
the lawful powers of the Federal Government but also would 
intensify industrial strife rather than remove the cause of labor 
disturbances.” 

Under pending banking legislation more extensive power 
would be permitted a few men in Washington than is granted to 
the board of any foreign central bank. This concentration of 
control of the principal fimctions of the reserve banks would 
mean the virtual creation of a central bank in this country, 
with the present regional banks relegated to the status of mere 
brandies. 

I don’t think I need to say any more about the Banking Bill, 
because of the splendid statements that Mr. Winthrop W. 
Aldrich has made on that subject. 
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In connection Trith the Agrictiltural Adjustment Act we op- 
pose any further extension of governmental authority over the 
freedom of action of producers, processors, or distributors of 
basic agricultural products, as provided in the proposed amend- 
ments to the Agricultural Adjustment Act, H. R. 7713 and S. 
1807 and in the Commodity Exchange Bill, H. R. 6772 and S. 
1334. And I think, as you know, under this bill and in the 
original Senate draft, the power was given to the Secretary of 
Agriculture, providing his action was approved by the Presi- 
dent, to license any processor or any distributor with or without 
his consent. That is a pretty long reach of the Federal arm 
into our private business. 

We insist that in these bills the government shall not, by law 
or by subsidy, control or attempt to increase the control over 
any producer, processor, or distributor by license, quota or 
otherwise, in the lawful and independent operation of his own 
enterprise. 

These honestly stated convictions of American business mei 
in opposition to a great centralization of authority cannot be 
considered of themselves as reactionary. On the contrary, this 
administrative program must be considered as experimental 
and certainly is proving rapidly to be unconstitutional. 

American business is eager for improvanent in industry, not 
only because it will affect earning power but because it will tend 
to eliminate the present curse of unemployment. 

We believe in sharing our income fairly between those whose 
acoimulated savings provide the capital — and those who pro- 
vide the trained essential management — ^and those who provide 
the physical and mental labor; never forgetting the ri^ts of 
the consumer, nor his ability and willingness to buy. I am 
wholeheartedly for an equitable sharing of income between the 
groups that have contributed to produce it 

I vigorously condemn, as does every right-thinking man, any 
partner, whether investor, management or labor, that tries and 
sometimes has succeeded in grabbing off an unfair diare of 
income. But any program which aims by law or otherwise to 
confiscate the fair earnings created by the joint association of 
capital, of management and of labor (without these three in- 
gredients there cannot be continuous profits) for the purpose 
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of a hand-out is un-American and dishonest. That is not 
<di^ring wealth — that is destroying wealth! 

The Best Methods of OsTAiNnsro Security 

We long for greater security not only for the present wage- 
earner but also for those who by self-denial and thrift have 
accumulated savings. I am thinking of the millions of deposi- 
tors in our savings banks, of the more than sixty million policy 
holders in our life insurance companies and of the vast group 
of holders of our corporate stocks and bonds. 

But security in a job or security for investment cannot be 
legislated by our Congress ; security must be earned. 

In my home city of Rochester, N. Y., we have important in- 
dustries. We have long believed that the interests of capital, 
labor and management are mutual. We deny absolutely the 
premises in the Wagner Labor Relations Bill now before Con- 
gress, that negotiations between employer and employee nec- 
essarily involve conflict of interest. 

In Rochester, a group of our larger companies in tl« Spring 
of 1931, voluntarily seeking to give additional security to their 
employees, set up company programs of unemployment re- 
serves. For two years regular payments were set aside to build 
up surplus funds, after which benefit payments have been regu- 
larly made. Moreover, a large number of our companies are 
voluntarily carrying plans of old-age pensions for their 
«nployes, developed through the asastance of insurance com- 
panies. The Chamber of Commerce of the United States has 
consistently advocated such secmrity programs all across the 
country. 

But let me say this in all earnestness — ^there is more real 
security, both to labor and investment, in those areas where 
under favorable legislation a company can operate at a fair 
profit than in another area where because of hurried, unsound 
and emotional legislation the corporation is forced to operate 
in the red. I definitely refer to certain aspects of the Unem- 
plosmient Insurance Bill recently urged by the Governor of 
New York State and passed at Albany. 

May I say in passing that while we (to not approve of the 
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Securities Bill in many of its features, the recent change of 
allowing private company programs to be included is a great 
change for the better, but as to the recent Unemployment 
Insurance Bill urged by the Governor of New York and passed 
at the last session of Ae Legislature, we believe that many of 
its features are unsound and unwise. 

I repeat that we certainly are not afraid of profits. There 
are those people today who seem to feel that there is some- 
thing iniquitous about profits, but I say that there is no secu- 
rity until companies are able to earn sufficient money so that 
they and labor have security in its employment. 

I regret that I have not tune to discuss all of the resolutions 
passed at this annual meeting. It is important to remember, 
however, that the proposed resolutions to be dealt with had 
be«i sent out in print^ form to the entire membership thirty 
days before the meeting. On a number of questions fOTmal 
actitm had been taken by referendum. Moreovor, during the 
three days of the session the committee on resolutions was 
ready at all times to hear free and open discussion of each sub- 
ject. The final vote on the resolutions was not in any way 
hasty action. 

In closing therefore let me say that the time when it was 
uiqiatriotic for a man to voice his deep^t convictions has now 
passed. The President in a recent radio address stated that he 
welcomed suggestions. In these adopted resolutions of the 
Chamber of Commerce of the United States there were voiced 
the definite suggestions of American business— of the every-day 
citizen in his working clothes. He is now determined to qjeak 
out I 

By the dedaons of the Supreme Court, he will be free to act 
As I stated at the be ginning of this address, this is his moment 
of opportunity, but always with opportunity must go respona- 
bility. It will be by actions in the future, not by words, that 
the American business man must prove bis good faith. 



ALFRED EMANUEL SMITH 

A BOSINESS ADMINISTRATION 

There have been few recent political careers so remarkable 
as that of Alfred E. Smith. He was born in New York in 1873, 
served as a member of the New York Assembly from 1903 to 
1915, becoming speaker in 1913. He held various offices in 
New York City and was elected governor of the state for 1919. 
and 1920, again for 1923 and 1924, and for a third time for 
1925 and 1926, He was a prominent candidate for the Demo- 
cratic nomination for president in 1924. As governor of New 
York State he has won the approval of all by his detailed knowl- 
edge and able administration of the business of the state. Al- 
though it is sometimes said that our public business is not as 
well managed as private business in this country, yet these two 
volumes of business addresses bear witness to some notable ex- 
amples of business ability in public men. Attention may be 
called to the addresses by Vice-president Dawes, Secretary 
Hoover, Secretary Mellon, and Mr. Owen D. Yoimg, as well as 
to the following address by Governor Smith delivered in No- 
vember, 1922, before the New York Chamber of Commerce on 
the occasion of his second election to the governorship. 

Mr. President, Guests and Members of the Chamber of 
Commerce : — very much liked the quiet tip of the Chairman 
that short speeches are in order. 

I remember one day there was quite a hearing in the As- 
sembly Chamber on an appropriation bill to build what was 
known as the great western gateway between the city of 
Schenectady and the village of Scotia, and spread around the 
Chamber were a number of maps and engineers' profiles, and 
long and lengthy arguments going into hours and hours. And a 
clergyman came down from Schenectady who, when it was his 
time to talk, rose and said: "Governor, I am a great believer 
that short sermons bring large collections. Now," he said, 
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“everybody in Schenectady wants this bridge, and if you give 
it to them you will be helping the city of Schenectady, you will 
be helping the state, you will be helping the country, and God 
will bless you for it.” And he sat down. When he was on his 
way out, one of the attachfe of the Executive Chamber stopped 
him and said, “Father, that was quite a long speech you made.” 
“Well,” he answered, “I heard he was going to sign it anyway.” 
[Laughter.] 

I can think of nothing more cruel than to have that menu 
card of 130 years ago read off, following the annoimcement by 
the Chairman that this was a grape juice cocktail. The Judge 
and myself had got to believe it was better. 

Well, I did my best to be a business man. [Laughter and 
applause.] I thought I was making a wonderful success of it. 
I saw myself the boss of all small transportation throu^out 
the metropolis, figuring on establishing trucking routes between 
New York and adjacent cities that would make the railroads 
feel rather sick. But I could not stay at it. I have been called 
home again. 

I had an interesting letter the other day, among the thou- 
sands of congratulations, from a man outside of Middletown, in 
Orange County. He said, “Dear Al, Did you see the way our 
village went? Great, wasn’t it? Before you leave do you 
want to buy any hay for the horses ?” He had probably figiured 
there would be nothing at all in Albany for him, and if he 
got his at all he had better get it before I left. 

I will confess that on the Satmrday ni^t before election I 
was in a frame of mind that led me to make the solemn declara- 
tion to myself that I woxdd never make another speech. After 
three weeks all over the State, night and day, I said to some of 
the attadife of the Biltmore headquartere, “I feel sorry for the 
first man that asks me to make a speedi.” But I could hardly 
resist the temptation when Mr. Schwab and Mr. Kingdey 
asked me to come here to-night, and I did not attempt to resist 
it. I said right out that I would be glad to attend the Annual 
Dinner of the Chamber of Commerce, as I would also be glad 
to go to the anniversary meeting to-morrow night in Madison 
Square Garden of the Merchants’ Association, because I do not 
regard these in the nature of birthday dinners or testimonials 
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to some fellow who lived long enough to gather a number of 
people around him to give him a dinner, and because I rather 
look upon them as having something to do in the way of the 
prosperity and the betterment of the city. I am intensely in- 
terested in that, and I feel that I have come to a dinner of this 
kind in a kind of quasi-official capacity, getting ready, so to 
speak, for what we have before us. 

I am prompted to say something about the Barge Canal, be- 
cause the Chairman spoke about it. Now, if I came here to- 
night and just made a little fancy speech and sat down, then 
went away, you would probably be satisfied. I could induce 
myself to believe I was satisfied. But I would not really be, 
b^use I would like to say something to you that means some- 
thing. For this reason: There is a certain distance that the 
State can go, and when the State stops, private effort and private 
initiative and private enterprise must take up at that point. 
That is exactly where we are to-day with the State’s Canal. 
It cost one hundred and fifty-seven million dollars. About one 
hundred and forty million of it is represented in bond issues. 
The rest of it is in direct appropriations from the current 
revenues of the State. 

The Canal is finished; the terminals are about finished; the 
principal terminals are all finished. What the Canal needs 
now is business. Nobody can supply that except the business 
men of the State. There is more tonnage to be moved on the 
Canal to-day than there are canal boats to carry it. It is 
coming by rail into New York because there are no facilities 
for water transportation. 

Now, certainly the State can do nothing about that. It costs 
nearly a quarter of a million a year to operate the Canal. Aside 
from extraordinary expenses due to damage by ice during the 
winter or a breakdown of the lock machinery, the ordinary ex- 
penses of it are in excess of a quarter of a noillion dollars a 
year. 

What does the State want to do with it? Or what do the 
business men want to do with it? In 1920, we prepared a 
series of moving pictures of the Barge Canal, and the Super- 
intendent of Public Works went throughout the State along 
the line of the Canal and spoke at great length on the pos- 
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sibilities of water transportation, backed up by pictures that 
told the whole stoiy. My suggestion is that if the State is to 
get the benefit from the Canal, if the people axe to realize upon 
their investment. Chambers of Commerce and business men’s 
organizations must, through some agency that they can put 
into operation or bring to their conunand, induce people to 
build canal boats and put them on the Can^. It sounds eaq^". 
I know it is hard to do, but it is such a simple thing you don’t 
have to think about it twice. That is the only thin g to do if 
the Canal is going to be profitable or if you are going to get 
any return from yom* investment. 

The Chamber of Commerce played such a large part in the 
preliminary working up of the plans for the treaty with the 
State of New Jersey for port development, that it is a subject 
I figure the Chamber of Commerce must certainly have a great 
interest in. But, like all other business and civic bodies, they 
regard a thing finished too soon. They are too satisfied that 
everything is all right. Everything is not all right as far as 
the Port Authority is concerned. And I speak as a mem- 
ber of the Port Authority and as one very much interested 
in it. 

Let us see what happened. After a series of conferences with 
the State of New Jersey we agreed upon a treaty. That treaty 
was passed, was ratified by Congress, and had the approval of 
the President. With it there was adopted a plan which had the 
approval of the legislatmres of both States. The plan was 
ratified by Congress and approved by the President. The very 
essence of the plan is cooperation on the part of the perple 
most interested, and these are the great trunk line railroad sys- 
tems. Are we getting that cooperation? We are not. And I 
firmly believe in calling a spade a spade and talking right out, 
because there is no use bringing a message if you cover it up 
with finp chocolate so that nobody will understand what it is. 
[Applause.] With the exception of a very few men at the 
head of the great railroad qrstems, the rafiroads are not co- 
operating with the Port Authority. On the contrary, they have 
taken a position that rather indicates — in fact, does indicate — 
that they would prefer to let New York lumber along as best 
she can imder the old-fadiioned system, fifty or more years of 
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age, which has crippled the Port at the time when she ought to 
be of the greatest service to the whole coimtry. 

There is nothing more that the State can do. Unification of 
the railroad systems on the Jersey shore is now the pressing 
thing. Certainly the State of New York can do nothing about 
that. Nor even the State of New Jersey. We are bound to pay 
our respects and give our attention to the “due process of law” 
clause in the State and Federal Constitutions. But there is 
something that the Chamber of Commerce can do about it. 
They started this thing. They took a large part in the early 
proceedings, and it is a mistake for the Chamber to think that 
the thing is all finished because the plan is adopted, for it is 
not. The plan so far is nothing more or less than a blue- 
print or a map. It can only be put into operation when the 
driving force of vigorous public opinion is put behind it so 
that the men who are standing in its way will understand that 
they are doing a little more than protecting what they think 
to be the interests of their particular roads. They are standing 
in the way of the development of the greatest port in the 
country. 

So that is a job that I will commit to the Chamber to-night 
to work out in any way they can, through any committee they 
may have or any agency they may have at their command. 
The railroad presidents and the interested people will probably 
pay some attention to the Merchants’ Association and to the 
Board of Trade and to the Chamber of Commerce — ^if they don’t 
pay it to the Port Authority. 

I feel very grateful to the Chamber of Commerce for the 
vigorous and healthy support they gave to me in the two years 
that I was in Albany in the efforts that I made to reorganize the 
government of this State by Constitutional amendment. I am 
satisfied that it is right. I am satisfied that we can have no 
lasting or permanent economy in the government of this State 
imtil we reorganize this old, rusted machinery with which we 
are trying to run the State — a set of rules made for the State 
fifty years ago when its total expenditures were less than five 
million dollars. Now, when we have reached the point of one 
hundred and forty-five million dollars, we are trying to run 
the State with the same kind of machinery. It is impossible to 
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do it. It is just as essential to the State as it was to the Na- 
tional Government that we have some form of Executive Budget 
if we are going to have any lasting economy [prolonged and 
lasting applause] so that there can be some one person that 
everybody can look to and say, "It is up to you; it is your 
responsibility to make good.” 

At the present time if I did not know exactly what I was 
going up against on the first of January, it would scare me. But 
I have been at it and I can take the second “hook” without 
hurting myself [laughter] because I know what it is. 

Coupled with the program of reorganization is an amendment 
to lengthen the term of the Governor. It is a positive joke 
to be electing a Governor of this State for two years. Every- 
body knows it. [Applause.] He is just in there a year and a 
half — ^when he is running again. [Laughter.] I say this in 
a very serious way, because I have had the personal experience. 
I care not who the man is, he may be the greatest student of 
government we have — ^I mean the man who studies it from 
books — ^unless he has spent a considerable number of years in 
the legislature, if he goes up to Albany he will be there two 
years before he will know what is going on right around the 
very room that he is in. [Laugjiter.] I remember one day — 
I thought I was there long enough — one of the assistant sec- 
retaries came in and said, “There is a vacancy to be filled.” I 
said, “What is it?” “Well,” he said, “we have a resignation 
from a member of the Board of Geographical Names” [laugh- 
ter] , and I said to him, “That is a new one on me.” [Laughter.] 
I thought I had heard about everything up there, but that was 
a new one on me. I said, “I have nobody to aj^int to that 
job because I don’t understand the duties of it myself.” I said, 
“You go over to the Department of Education and see Dr. Fin- 
ley and tell him to give me on paper the name of a man that 
fits that job and I will appoint him.” [Laughter.] So that 
these are things that we have to have some public sentiment 
behind. 

Now, I want to say to the Chamber of Commerce that the 
Chamber fell down on its program. They saw it 75 per cent 
throng and they quit. 

[Several voices] ; Whidi program? 
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Governor Smith. — ^The Reorganization Program. They 
stood behind it. One of the members of the Reconstruction 
Commission that was Chairman of its Committee on Reorgan- 
ization of the Government was a former President of the Cham- 
ber, Mr. Marling, and when he had it 75 per cent through, 
everybody lay down and let it die and postponed the whole 
governmental reform for three or four years. Now we are 
going to start it again. Let the Committee get busy on that, 
and keep after these men in the legislature. I was happy in 
my time up there. I represented a district that did not expect 
very much from me [lau^ter] and it gave me an opportunity, 
in view of that, to broaden out and try and serve the whole 
State, and that is the reason why, I suppose, that in time I 
was promoted. 

Now, these men want to do the ri^t thing, but they want 
to hear from the folks at home once in a while. They want to 
know how big business organizations feel about things, and we 
are all more or less prone to under-estimate our own strength. 
Don’t under-estimate the strength of the Chamber of Commerce 
when it comes to legislative matters. It means a great deal 
if a man can go in before a committee of the legislature with 
a letter or an endorsement or a resolution coming from the 
Chamber of Commerce or from any large gathering of business 
men ; it has real effect ; it really means something. So I think 
the Chamber ought not to be backward in the exercise of the 
power that it really has along lines that are helpful to the City 
and helpful to the State. 

You have these three big things that I speak about to-ni^t 
because they come into my mind first : The proper use of the 
Canal, the Port Authority, and the Reorganization of the Gov- 
ernment — ^and the Chairman of the Public Service Commission, 
smiling up at me, suggests that we have a big problem down 
here of transit. 

Now, I approach the solution of these problems with an open 
mind, and ready to confer, and ready for help, and ready to 
receive assistance. No man can go to Albany and do this job 
himself. The man doesn’t live who can do it all. You are ex- 
pected to greet all the brides and grooms that stop in Albany 
on their way to Niagara Falls [lau^ter] ; shake hands witi 
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the countless thousands of people that come visiting the State ; 
and the representatives of other States and other countries 
that come to study the Highway Department and study the 
Educational Department— you cannot be cold about it and not 
see them — you have a certain amount of handshaking to do 
every day, a certain number of people that you must listen to, 
a certain number of projects laid before you, a certain number 
of legislative proposals that you have to initiate yourself and 
study, and you have people from all parts of the State interested 
in the things that have to do with the welfare of the State's 
institutions and our work and you have to sit down and talk 
to them. When a man does all that, he has to have help. That 
is what I want. I want help [applause] because if I do not 
get it— if I do not get it and anybody finds any fault with me 
I shall have an opportunity to be on the dais again next year — 
if not this one, some other one — and I will tell whose fault it 
is. [Laughter.] 

I am very thankful for the invitation to come to the dinner, 
and thankful for the opportunity to speak to so many of my 
brother business men before I leave the business field again 
and go back to public life, and I invite, seek, ask for and 
beseech the hearty cooperation of the Chamber of Conunerce, 
not only in the ttdngs that I have mentioned, but in any other 
tbings which they feel or think they ought to have any interest 
in, assuring them that I am ready to work with them at any 
hour of the day or ni^t. [Thunderous applause.] 



ORA SNYDER 

THE WOMAN EMPLOYER 

Mrs. Ora Snyder is head of the Mrs. Snyder’s Candy Shops in 
Chicago, and a most successful business woman. Ihis address 
was delivered at the Conference of Women Interested in In- 
dustry at the Thirtieth Annual Convention of the National As- 
sociation of Manufacturers in St. Louis, October, 1925. 

Madam Chairman, Ladies and Gentlemen; — I surely feel 
grateful to be the first speaker to-day after hearing what Mr. 
Constantine had to say, and I am very happy to be here to 
prove to you that there is a Mrs. Snyder. 

In my own city many people think the name of “Mrs. Snyder” 
is a fictitious name, which makes me think of the first little 
girl I had as a salesgirl. This little girl lisped, and one day a 
customer came in and said, “Is there such a person as Mrs. 
Snyder?” The little girl said, “Oh, yes.” The customer said, 
“You know I had an idea she was ‘Miss’.” “Oh, no,” said 
the little girl, “she is a Mrs.” And it has been a personal in- 
terest with me, that is a personal pride. 

I shall never sell my business, or my name, although reports 
have been current that I received a million dollars for my 
business. 

My argument has always been that any business could be 
started with very little capital, providing you had an article 
of merit. Illness in my family prompted my venture into busi- 
ness, and I have the unique record of starting with five cents cap- 
ital and never having borrowed a penny to further the business. 

I find a successful sales person is one who can smile. I tell 
my prls that if they haven’t enough smiles to go aroimd, not 
to give them to me, but to give them to the customers, as they 
are the ones who make our salaries possible. 
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Once I had a little girl who could not smile, and I thou^t 
perhaps the other little girls in the shop didn’t like her, so I 
asked her one day if she were troubled, and she said she had 
no troubles. I said, “You are such a pretty little girl, but you 
are not pretty often. You could be pretty all the time if you 
wanted to; just what seems to be the trouble?” She replied. 
“Well, I think I worked too long for the telephone company, 
I was with them three years.” There is a sermon right there. 
We should have a smile in our voices as well as in oui 
faces. 

One girl I had resigned. She said, “I am leaving you Satur^ 
day night' I have a position where I don’t have to smile,” and 
I said, “That is extremely interesting; and where are you 
going?” She said, “Into a bank.” That was her version of th« 
banker. One day I had occasion to tell that to a bank president 
and the story went through all the banks. 

Mr. Snyder’s illness was really what prompted my going into 
business. When he began to get better, I said, “Why wait for 
the inevitable? You are working for a corporation. I can’t 
see how we are going to get very far.” Our little dau^ter waq 
then in high school, and could do without her mother as her 
grandmother was there. I do not improve of any mother neg- 
lecting her family and going into business unless it is absolutelji 
necessary. Her work is to raise her family, and the proudest 
distinction she can have is to be a mother. I am proud of 
that. 

I have seven shops and am c^)ening another one on the first 
of December. These shops are not open evenings, Sundays or 
holidays. We are c^n from nine in the morning until six at 
night. In other words, I will not ask any girl to do anything 
for me that I would not do m37self. 

In each ^op there is a manager, her assistant and her crew 
of help. Tlie manager is there b^use of long and faithful 
service, and is watching her assistants in more ways than one 

Cabikg poh Employees 

We have many pretty g^rls, and if they have too many tele* 
phone rAlls we tap the wire, not only for our own good, but 
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for the little girl’s good. We try her in several instances and 
we lecture her and try to put her on the right track. We have 
succeeded in all but two cases in my sixteen years of experience. 

I once had a customer come into the shop and insist on 
whispering over the counter to the little girl behind the counter. 
I called the little girl away from the customer and said, “I wish 
you would finish trimming this window while I wait on this 
gentleman.” He immediately told me what he wanted and went 
out. When he had gone the little girl turned to me and said, 
“Mrs. Snyder, that was one of the old customers where I used 
to work. You insulted him.” I said, “I hope I did. I hope 
I never have to accept a penny from a man who comes in here 
for the purpose that he came in here for. Any man who is a 
gentleman does not have to whisper.” 

We do not have the girls wear uniforms in the drop, because 
I like individuality. So does the customer. Mr. Jones or Mr. 
Brown is very much pleased to have one of the girls say, “Good 
morning, Mr. Jones” — or, “Mr. Brown, what selection can I pack 
for you this morning?” Every customer is given a sample, 
because we like to have her leave the shop with a good taste 
in her mouth, literally. 

We give away many tons of candy during the year, for I 
consider this the best form of advertising. I try to bring a little 
humor into the shop each day. When an employee has a griev- 
ance, I hear her story and tell her I will take the matter up 
with her in an hour, thereby giving myself a chance to figure 
the thing out from both angles. I never display anger. 

When a girl applies for a position we ask her to write her 
name and address. Perhaps she has been downtown shopping. 
We take particular note of her finger nails. Perhaps this little 
girl hasn’t the price of a pair of gloves. We ask the little girl 
to call the next morning. During that time we have purposely 
lost her name and address, and early in the morning if her hands 
are not clean she cannot get a position. 

RESFOKsiBii.rrv fok Employees 

I try placing all the employees on their own initiative and 
letting each one assume responsibility. I found that one of the 
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hardest problems that I had to overcome was in shifting respKjn- 
sibility. I insist that employees say “Good morning” to each 
other, and also “Good night.” 

Now and then, I have a get-together dinner for the store em- 
ployees, for instance, and have an experience meeting. One 
manager is a salesgirl, and another manager is one of her 
“fussiest” customers. This is the most instructive part and still 
is a vaudeville entertainment. The girls imitate the “fussing” 
customer, and in dealing with the public they are not at all 
amicable. 

I believe in praise and insist on punctuality. Many tiTr>e«; 
I try out prospective employees to see how punctual they are, 
by making an appointment to meet them. It proves much, in 
my estimation, about their efficiency. Three of my shops are 
so small that my salesgirls are picked for size. That seems 
a strange thing but our space is valuable and in these partic- 
ular shops three large girls could not work back of the 
counter. 

When any of omr kitdien girls have proved their worth and 
wish to be transferred to one of the shops as salesgirls, I am 
only too glad to give them the opportimity, and I find that they 
tisually succeed. 

I always employed women to help me in the kitchen until 
the batches were too heavy for the women to handle. When I 
hired the first male help, I placed a blind ad in the pi^r and 
when the man appeared and found that his boss to be was a 
womem he said, “I am sorry, madam, but I cannot take the 
job. I can’t work for a lady.” And I said, “Well, you know if 
I prove myself a regular fellow don’t you think we could gpt 
along?” He was with me for seven years and is now in the 
«nploy of the City of Chicago. 

To-day I have three hundred and twenty-seven employees — 
forty-five men and two himdred and ei^ty-two women. 

My kitchen is a seven-story building opposite Marshall 
Field’s retail shop, in our Loop district, one of the finest build- 
ings of its kind in the world. My reason for having the kitchens 
so central is because the candies go to the different drops hourly. 
All of the employees in the kitchens are in uniform. 

We have communily spirit in our windows. All throu^ the 



328 


ORA SNYDER 


building axe curtains that are neat and dainty, and they are 
kept scrupulously clean, although we are ri^t in the Loop 
district, in “dirty Chicago,” as everybody calls it, which I dearly 
love. 


Male Help in Unifoem 

All of our male employees are in white uniforms and occupy 
two top floors of our building. We do not allow them to mingle 
with the girls during the day. They come a half hour earlier 
in the morning and leave a half hour earlier at night, except 
when we have parties of families and sweethearts. They love 
that meeting of their families, and I always attend these parties 
myself. For the boss, to gain her employees’ confidence, to be 
superior and still be on their level, to gain their respect, is the 
greatest problem of the employer and employee to-day. We 
are all servants of the public and we are all equal ; every one 
of my employees is just as good as I am and I am just as good 
as any one of my employees. That is what I preach to them 
all the time. 

A little girl who came to work for me and who is a university 
graduate complained that her associates were not even high 
school graduates. That girl didn’t have any business in my 
shop and I dismissed her for that very reason. 

The work in the candy kitchen, while controlled by an electric 
motor, is hot, so we provide shower baths for the male em- 
ployees, and insist upon their taking a bath before they go to 
work and, if they wish, when they get through. We also have 
an old gentleman stationed in the men’s washroom to see that 
the men do not use bad language and see that they wash their 
hands before returning to work each time after leaving the 
lavatory. I have the confidence of the public and I am not 
going to abuse it. The candy is as clean as if I were going to 
eat every piece of it myself. 

The women employees, wearing gingham uniforms and caps, 
are divided into separate imits with a forelady in each depart- 
ment. They are also supplied with chairs and work ei^t hours 
a day. We may not get efficiency by supplying chairs, but we 
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do have healthier, happier employees who stay on indefinitely, 
and to my mind iv. has paid in the end. When they get married 
they come back to help ns out in the rush time. We have a 
matron in charge of the rest room. We have a colored girl to 
see that every woman employee washes her hands before re- 
turning to work. We have a lunchroom where we make coffee. 
We do make coffee 2ind they bring their own lunches. We have 
a piano and victrola. They have community singing, althou^ 
we do not 2illow the boys to mingle with the girls. 

The men are not allowed to use bad language. I let one of 
my oldest employees go, because he insisted on swearing. He 
was one of the finest workmen I had, but the little girls who 
hear the talk in the halls are all ladies and they shall be 
treated as such while they are in my employ. We will not 
employ any one with a skin blemish. They can find work in 
some other kind of employment. 


No Dictation as to Earnings 

We do not dictate what they shall do with their eaminp. 
All employees are paid a living w£^e and can stay on as long 
as they wish, providing they are honest and clean. I allow no 
solicitation among the employees. I do not allow the discussion 
of religion or politics. When employees leave of their own 
accord, not on accoimt of illness, they are never taken back. We 
invite inspection of our kitchens and have a visiting day each 
week. 

When you go to your place of business daily with a glad 
heart and are happy to make other happy about you, life is 
worth while. 

I am not going to take any more of your time. I know the 
program is heavy. I just want to say that this little business is 
floxuishing. I have tried to be conscientious and use only 
materials that are the best. To-day, my supplies are: one ton 
of sugar, one thousand pounds of pecans, one thousand pounds 
of chocolate, one hundred and twenty-five gallons of sweet 
cream, sixty-five pounds of butter, two gallons of vanilla, sixty 
dozen eggs, two hundred and fifty pounds of dielled almond^ 
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and I pay $100,000 yearly in rental. I am only telling you this 
to show you how this little business has developed from five 
cents to the magnitude of the supplies and three hundred and 
twenty-seven employees. 

If you smile until ten o’clock in the morning, the rest of the 
day will take care of itself. I say, a smile costs us nothing but 
pays big dividends. I thank you. 



HARRY COLLINS SPILLMAN 


ADJUSTING OURSELVES TO A NEW ERA IN 
BUSINESS 

Tbis address was delivered before the Twenty-second Annual 
Convention of the Biscuit and Cracker Manufacturers Associa- 
tion of America, held in Chicago in 1922. Mr. Spillman was man- 
ager of the School Dept, of the Remington lypewriter Co. and 
is wdl known as a speaker before bu^ess and educational or- 
ganizations. Another speech by Mr. Spillman is printed in 
Volume ni. 

Elbert Hubbard tised to be very fond of sa3dng a great many 
wise men came from New York. He said the sooner they came, 
the wiser they were, and that has always been my experience 
when I get out here to Qiicago. I always, for that reason, 
hark back a little further in my experience and come from 
Kentucky, because I really came via New York from Kentucky, 
down where the com is full of kernels and the colonels are stffl 
full of com. Mr. Volstead had made no great change. In fact, 
a man wrote me from Louisville and said, “Spillman, from one 
drug store to the next is still the shortest distance between two 
pints in Kentucky.” I wasn’t here at the banquet last night, 
but I understand the same is true here as in Kentucky. 

I have been assigned a very high-sounding subject to talk to 
you about to-day. Down in my native state some years ago 
a gentleman was sent by the revenue department of the Govern- 
ment to apprehend a very dangerous distillra: of moonshine. 
The moonshiner had killed off all revenue officers that had been 
sent to apprehend him, so he had made a very dangerous reputa- 
tion. The Government sent another and said, “Get that man, 
dead or alive.” 

He traveled a few days and came finally to a little ravine 
where the cabin was situated in which the moondiiner resided, 
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He knocked on the door, and a little tow-headed boy came out. 
The revenue officer said, “Son, where is your father?” 

He said, “Pap is up at the still making liquor.” 

“Well,” he said, “I’ll give you a quarter if you take me up 
to your pap,” 

He said, “Sure.” 

“All right, son, get your cap and take me up to your pap, 
and when I come back I will give you a quarter.” 

He said, “Mister, give me the quarter now, you are not 
coming back.” 

So every time I come to Chicago to talk on this subject I 
wonder whether I am going to have the honor of coming back. 
I think I ought to say, by way of supplementing the things 
said about me, that I am a school teacher as well as a business 
man, I got most of my experience in the classroom on the 
side lines of education. I am pleased to see the great changes 
coming over education, and the longer I live the more truly I 
recognize education going on outside of the classroom rather 
than inside of it. Experience is the master school teacher of 
the world. 

You are here to discuss the problems common to your dif- 
ferent communities, I am sure, and to exchange ideas in order 
that each of you may know what is going on in the other’s 
territory. Some time ago I was reading a fable telling the 
experience of the wonderful rooster that flew out of his barn- 
yard over into the neighbor’s barnyard, and he foimd a lot 
of fowls that that he didn’t have in his own barnyard. For 
instance, there were geese and turkeys and ostridies. This 
rooster came upon a very large ostrich egg, the like he had 
never seen before, and he was so interested that he pecked 
at it. WTien he pecked it caused the egg to roll towards hi s 
barnyard. He pecked it again and rolled it under the fence, 
and when he got inside he clucked and ducked and called all 
the hens around. The hens came up and looked at the big 
ostrich egg. The rooster said, “Understand I am not complain- 
ing at all, but I want you to know what they are doing in 
other communities.” 

You are here to exchange ideas and carry back to your re- 
qjective neighborhoods the point of common interest to each 
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other. Now, if I need a text for what I am going to say to 
you this morning, I think I would find it in James Russell 
Lowell where he said, “New times demand new methods and 
new men. The world moves on apace and soon outgrows the 
laws which in our fathers’ day were best.” 

So we recognize in the beginning this morning and have 
recognized no doubt for a long time that a great change has 
come over business, a great change has come over education, 
and we are facing a new world and we must face it with new 
methods, with new propaganda, and new ideas of selling. 

In the Middle Ages everybody fought and talked about re- 
ligion. In the Renaissance everybody talked about art and 
literature ; and for the last one hundred years humanity every- 
where has been busy talking and stud5dng for the most part 
about one thing, and that thing was mechanical. That thing 
was the machine; so we have been busy for the last himdred 
years in a mechanical way making our things better until we 
stand to-day in that ridiculous attitude of knowing nearly every- 
thing there is to be known about things. Having perfected the 
wheel the inventor of these wonderful devices stands apart 
from the things invented and is mystified by his own handi- 
work. We have lived through a great age of horsepower, and 
you know horsepower is the power of a horse from the neck 
back. We must develop another kind of power in the era we 
are living in now — and that is manpower. I believe during the 
next ten years organizations like yours are going to have a 
great deal more to say about the manpower of your industry 
and less about the technical aq)ects of it. 

I heard a great manufacture: say the other day he wished 
he could make his men as good as his merchandise. I have an 
idea that the problem before you men here is that you have 
made the cracker so good, perhaps not perfect, but so much 
more perfect than the men selling (xackers, tfcat there is no 
comparison betweei the goodness of the merchandise and the 
goodness of the men trying to sell the mer ch a n d i se. I suspect 
to-day that if your sdling organization was on speaking terms 
with the quality of your merchandise, you wordd be in a much 
better way than you are. 

Oh, y^, I thitik we have all the horsepower we need in the 
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motor. I think we have to get a little horse sense in the drivers. 
We need that. We need it in the man. The call everywhere 
is for manpower ; give us better salesmen, better men to direct, 
better production, finer production. Ah yes, I say this nation 
depends upon its manpower, and your industry depends upon 
its manpower. I was brought up in Kentucky, if I may refer 
to that esperience again. My uncle was a wagon maker. He 
made nearly all the common carriers that ran over the foot- 
hills in which I was bom and raised. After my tmcle finished 
one of the wagons he rolled it out in the shop yard and a farmer 
would come along and say, “I’ll take one of those wagons, but 
I want to know how to keep it in repair.” 

My xmcle would say, “You know I don’t have to give you 
written instructions ; all you have to do is put axle grease on 
the wheels every few weeks and the wagon is all right.” 

Imagine a man buying a Packard automobile to-day and 
being told all he needs to do is put a little axle grease on the 
wheels every few weeks. May I ask you what is the difference 
between a Packard automobile and my uncle’s two-horse wagon. 
Basically, they are the same. They run on four wheels. Ah, 
there is a wonderful difference in the automobile because the 
automobile has fifty oiling places whereas my uncle’s two-horse 
wagon had only five points of contact on it — only five places 
that ever needed to be oiled at all. TTie automobile has become 
so highly ramified in its contacts, there are so many more places 
for friction, that we have to have ball bearings and piston rings 
and the very finest oils that we can get from natmre to lubricate 
the contact in the automobile and make it nm. I tell you 
that because I think business has undergone exactly that same 
change that has overtaken my uncle’s two-horse wagon. 

To-day you touch hmnanity in so many more places than 
you did formerly, you are coming in contact with people and 
with customers in such a different way to-day that you have 
to lubricate your selling organization, your machinery has to 
be more fluent and more highly perfected and skilled than it 
was formerly. 

I want to mention briefly this morning some of these im- 
portant points of contact in the development of the men who 
sell your merchandise. I shall have littie to say about the mer- 
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chandise for I know very little about it. I don’t tbinV the 
merchandise is half so important as the men selling it. As I 
have said, if you can make your men as good as your crackers 
you are all right. I want to speak about some of these highly 
essential points of contact in the human machinery of your 
organization. 

The first point I want to mention is the mental contact, the 
most important perhaps in the be^nning — ^the mental contact. 
The human machine is much below par intellectually. Your 
selling organization, your directing organization, your produc- 
ing organization, all the way throng has a big lot of wasted 
motion in intellectual operation. 

Rand McNally says the great American desert is out some- 
where west of the Rocky Mountains, but he is wrong ; the great 
American desert is under the hat of the average man. That 
is where we have the undiscovered country. It isn’t out yonder, 
it is tq> here. There is where we have the waste motion of 
the world, gentlemen; there is where you have the waste mo- 
tion in your organization, not in the wheel and different units 
that go to make up the whole of your fine product, but I say 
the waste motion is the loss in the intellectual operation of your 
men in relation to the customer. Yes, we have made a great 
medianical progress, a fine mechanical progress, but we haven’t 
made so mudi intellectual progress, we are just begiiming. 
When we want to know something for certain we have to go 
back two thousand years and look it up in the source books. 
We have certain soiurce books and certain source minds. If it 
is something about philosophy we go to Aristotle and Plato and 
Socrates; and if we want to know something about religion 
we go to the Bible. Those are our source books. 

To-day in business we have a few source minds. I don’t 
know who the source minds are in your industry, but I know 
it is a wonderful thing to be a source mind in the cracker bua- 
n«s, to have it said yom: maital operations are ri^t, that you 
can be relied upon to be accurate in calculating certain vital 
issues of this enterprise. 

Down in Texas th^ don’t have to make Democrats; th^ 
just come on down there one generation after the other. If 
you know what the vital statistics are going to be on the male 
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side the next ten years, you know what the majority is going 
to be. And the same is true of Republicans in Pennsylvania. 
I am a Methodist. Why? Not because I love John Wesley 
or understand his theology ; I am a Methodist because it rtms 
in the family like snoring and obesity and a lot of other things. 
Had I stopped and thought out my religion I might have been 
a Baptist or a Presbs^erian, you can’t tell. I believe in a large 
measure we are too lazy to think. Elbert Hubbard said : “We 
would rather go out and lie down and die than do constructive 
thinking.” 

Real constructive thinking — don’t misunderstand this. Think- 
ing is something very much confused. The next time you are 
talking with a man about your line and he has been buying 
the other fellow’s wares a long time, and you know yours are 
better and he ou^t to buy yours, he listens to you while you 
talk, but that isn’t a sign he is thinking, not at all. He may 
even shove his nose glasses on the end of his nose and look 
into space, and you say, “I have got him thinking all right.” 
He isn’t thinking at all, he is just readjusting his prejudices, 
that is all. I say in a large measure we are too lazy to think. 

I read somewhere the interesting report of your meeting last 
year. People over in England eat a great many more crackers 
than they do in America. Why? Because they think about 
crackers, that is why. Whenever you find a man who doesn’t 
think about something, he doesn’t understand it ; and hear me, 
the hi^ cost of this proposition comes right here, gentlemen, 
when a mem doesn’t think, he doesn’t xmderstand and whatever 
he doesn’t understand he opposes. That is human nature the 
world over. Unless you make that man think in some way, 
unless you stir up his mind and get his mind concentrated upon 
the merits of your crackers, you can’t sell him. 

Yesterday in Omaha I saw a wonderful something that made 
me think of your business. I know it has been a long time 
since I have seen as attractive a thing as I saw in Omaha yes- 
terday, and it attracted me because I was going to speak here 
to-day. It was a very fine exhibit of crackers in one of the 
big stores of Omaha. It was a wonderful exhibit of crackers. 
No man went down the street without thinking of crackers, in 
fact, his mouth watered when he looked in the window. The 
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boys and girls were looking In because the man had connected 
the exhibits with Wesley Barry and Jackie Coogan, both play- 
ing in a nearby theater on the screen, and they were supposed 
to like these crackers. That window was built up around 
local color and the real attractive thing about it was how dean 
the window and the store were. You know deanliness is next 
to godliness, and in a grocery store it is next to imposdble. 

I say any man, any salesman that can give his customer an 
idea of how to keep the store dean, how to dress up the window, 
causes him to thi^ along that line, is working up to the very 
heart of his own proposition. I know a great man who buys 
goods in the central states and for years he hasn’t bou^t any- 
thing from a salesman who didn’t give him a bright idea. He 
said: “After all, you know the products are pretty good, but 
I put it up to the salesman. He must give service along the 
line of ideas. I must have a salesman that thinks and enables 
me to think, so every time he gives me a bri^t idea I give him 
credit for it.” That is service. 

I want to speak about another contact very vital in the ex- 
perience of your men. I want to speak about the language 
contact for a minute. TTie longer I live how much more certain 
I am I live by my language. Language is a large asset in my 
life, a large asset in the life of any man doing business an3rwhere 
with anything. Darwin made a great reputation by tracing 
down the origin of man and saying we sprang from a monkey. 
I don’t know whether he is ri^t or not. I don’t care. He said 
we sprang from a monkey. Somebody said it took five thousand 
years for a monkey to drange into a man, but it doran’t take 
that long to reverse the process. The point I want to make 
about that is here: Darwin was tradng the rise of the spark 
of life and he encountered the missing link and that misang 
link was a language link. We have made the monkey do nearly 
everything but talk. 

So I say in yotir speech habits you are always superior to 
the lowor animal order. There are a lot of men who look no 
better than monke}^ and act no better, but they can talk better 
because they can talk some. Language to-day is the highly 
pm'sordfied characteristic of this human machine. Langu£^ 
is a more vital part of the personality of your men and of you 
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tTian your eyes and hair are, a far more vital part. I would 
rather undergo a major operation for anything that ailed me 
in the body than have my language operated upon. I would 
rather give up my appendix than the adjectives and adverbs 
that are necessary to the clarity of my expression. I wouldn’t 
mind having a lame body if I always had a strong language. 
I would rather have weak eyes than weak words. I wouldn’t 
min d having a tin ear if I might have a silver tongue. I know 
what men do with silver tongues. I know what salesmen do 
with vital language. They are go-getters, they are the fellows 
that deliver the blue vase. 

It is very sad, gentlemen, because the thing I am talking 
about this morning — language — can’t be bought, borrowed or 
stolen. The only way to get it is just to take jt for nothing. 
Yet we stagger along through life and allow our sales organiza- 
tion to be impeded in speech without the language to espress 
the richness of the products they are trsdng to sell. 

A man came into our store the other day to sell me some- 
thing. I suppose I might have bought if I had known enough 
about it. Pretty soon I saw he was a language pauper. I 
backed him against the wall and asked him something about 
his product and pretty soon he began talking with his hands: 
“You know, Mr. Spillman, you know,” and a great many times 
I don’t know and that is the reason I don’t buy. 

I wonder how many of the organizations represented here 
to-day would have delivered more crackers last year than you 
did if your salesmen could have told men the things Ihey 
wanted to know in the language they ou^t to have had to 
espress the richness and fullness of your merchandise. 

Words, the power of words I Wasn’t it the National Biscuit 
Company that gave five thousand dollars for a single word? 
Ihey ought to have been ashamed to have taken it for a paltry 
sum of money. For many years the National Biscuit Company 
made the people of America do what they would like to have 
them do by reason of that word. They haven’t preempted 
all the English language. There are other words as vital as 
that one to be applied to the nutritiousness of your merchandise. 
I say it is language. All right, you say, what is the answer for 
that? The best way, of course, to make your men better — and 
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there is only one best way — ^is to make yourself better. The 
quickest way I know to make men is by being one yourself. Set 
the example, be it of mind or of language, before your men. 
All right, how ? Well, you are to-day the same man you were 
the day you were born, plus the men you have met and the 
books you have read. That is all. 

The Bible is the background of the language of all the great 
advertising experts of the world, and all the great salesmen 
have read the Old Testament through and through and mem- 
orized its language and mastered its philosophy, because it is 
true to-day. I am recommending it because I know it im- 
proves one’s language, if for no other reason. The Bible is 
the paragon book of all books for vitalizing your language. 

Sometimes when I want to vitalize my language a little I 
look in the New York Library. I don’t know whether to take 
down ^‘If Winter Comes” or ^Wells’ Outline of History,” but 
I know there is always one book I can take down without any 
chance of wasting time so far as language is concerned. The 
longer I read the more certain I am that I shall take up last 
the book I took up first and finish my education in the Uni- 
versity of Abraham Lincoln. 

There is one other contact I would mention and that is the 
courageous contact. 

A man at Atlantic City was spending his vacation; of course, 
he met a woman down there as part of his vacation. He was 
bashful and backward and wasn’t making much progress. He 
was sitting near the ocean with her and she thou^t she would 
encourage him, so she took his arm and passed it affectionately 
around her waist and looked into his eyes and said, "Oh, why 
don’t you kiss me?” 

He said, "I would, but I have sand in my mouth.’^ 

She said, "Swallow it, dam you, you need it.” 

The quality of sand is like the 3^east in your bread, just 
exactly. You need good yeast for your bread and you need 
good yeast for 3mur men, something to make them rise up and 
be the men they ought to be and do the things thqr ou^t 
to do. 

Sometimes our organizations are half dead and half alive, and 
sometimes they are more the former than the latter. You know 
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death is a very mysterious something. It is very greatly mis- 
understood and frequently misrepresented. I want to tell you 
every man dies twice. He dies once in the spirit and once in 
the body, and these two departmres from life are not always 
made concurrently. The date on the tombstone isn’t the date 
the man dies. That is the date society took formal note of his 
departure, that is all. When he has quit contributing to the 
thought and progress of his time, that is when a man dies. 
When hope flees from his breast and his mind ceases to ad- 
venture, then he is dead. I don’t care whether he is buried or 
not, it makes no difference, he belongs to what we call the 
unburied dead. Oh, it is a wonderful thing to live a long life 
and remain vital through it all. We are dropping off too soon 
in this life. Methuselah lived nine himdred and sixty-nine years 
without a bath tub, without a tooth brush; he was never X- 
rayed, manicured or had his appendix removed. He set an 
example that shames all of us. 

We find men like Chauncey M. Depew, vital past eighty, 
still contributing to the thought of his time, a man wholly alive ; 
,so I say in every human heart there is an evergreen tree, and 
the name of that tree is “Enthusiasm.” As long as this tree 
flourishes I am a yoimg man, whenever that tree withers, what- 
ever my age, I am old. I have lived long enough to know youth 
and old age are not fixed stages in life to be written down and 
averaged up by the life insurance company. The life insurance 
company never lets me forget that some day I will be a very 
old man. Every man ought to think about it. The life in- 
surance company can tell you the very day you will be old 
because they have it figiured up and you have to pay by that 
schedule, but thank God you don’t have to live by it. 

We have alwa}^ been afraid of something. Fear, you know, 
is the hallmark of humanity. We began to be by being afraid, 
that was what made us conscious. When we first recognized the 
danger around us, we ceased to be animals. I say fear has had 
a great part in building up society. But we ought now to lay 
it off. Now that we have fought off animal dangers we ought 
to act like men and substitute for that quality of fear some- 
thing that is bigger and better and finer in the human nature, 
and that is faith. 
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Why, I have sometimes tried to recall when I first began to 
be afraid. It is like trying to remember when I was bom; it 
goes so far back into my past. Fear of something has always 
existed with us. When I was a child I was afraid of the dark, 
afraid to go to bed ; when I got older I was afraid of my school 
teacher; when I got in the twenties, I was afraid of my job. 
Some of you men are afraid of your competitors. And throu^ 
life great fears chain us down and block our way to larger 
progress and success in life. 

I say to you, the human machine, speaking of our nation as 
well as your industry, needs to build up this vital point of 
contact with other nations — faith, courage, hope and belief in 
the things we want to undertake to do. “Verily, verily, I say 
unto you, whosoever shall say to a moimtain, 'Be thou re- 
moved,’ and shall not doubt it in his own heart, he shall have 
whatsoever he sayeth.” Now, I didn’t write that, but I have 
a very great measure of respect for that man who did, and 
when St. Mark said that he meant what he said. I believe 
every monument and great enterprise erected has been builded 
by some man who believed that statement of St. Mark, when 
he said a man to remove a mountain only needed to believe 
he could do it. So I believe in our life to-day, in the cracker 
business and every other business, we must have something 
greater in our lives and hearts than we have to-day and have 
had the last few ye2irs. 

What do you believe you can do? What about your frith 
pattern? You say we live in the scientific age. I want to 
know for certain. We have learned a few ^ts about the 
machine and now we want to know the answer for everything. 
We have come to be too scientific. We are xmwilling to take 
anything for granted any more. Mr. Edison said not long ago, 
“I don’t know one-half of one per cent about anything.” It 
is rather surprising that he eq>ects other people to know so 
much. Edison sasrs he does not know what electricity is. Of 
(X)urse not ; probably he never will know. Hie knows something 
more important about electricity than to know what it is, he 
knows what it wiU do. 

I was in Fort Myers, IlOTida, where Edison invented t^ 
in^ndescent light. I saw the very studio and laboratory in 
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which he perfected it. He went to the little village of Forf 
Myers and said, “I have perfected my incandescent light. If 
you will stretch a wire down the main street of this town, I’ll 
make it the first electrically lighted city in the world.” Do you 
know what they said? “We don’t know anything about elec- 
tricity. We won’t have anything to do with it.” 

Sometimes it is hard to be an optimist. Recently I was riding 
down the street in New Hampshire to fill an engagement. I 
looked out the car window and saw one of the Rotary signs — 
those great, inspiring Rotary signs put over the United States. 
I looked out the window and said: “Let me see what this one 
says.” It read: ‘Work hard; buy what you need; prosperity 
is just around the comer.” Then the car turned at right angles, 
on the left I saw a graveyard, and on the right a county Jail^ 
I say, gentlemen, I believe it pays to have that attitude of 
mind. 

A man came into my office to sdl me life insurance, and after 
I had bought a little policy I said: “Old man, I meet a great 
many pessimists. How do you find the life insurance business ?” 

He reached in his pocket and said: “Mr. Spillman, it isn’t 
so bad. Here is a policy I wrote yesterday on one man’s life 
for five million dollars.” 

I said, “One man?” 

He said, “Yes, one man. Five million dollars; coimt the 
ciphers; they are all there.” 

I said, “Lay it on my desk ; my contact with money is largely 
academic.” 

He laid the policy down there. He said, “Mr. Spillman, I 
wrote so much insurance yesterday on one man’s life that all 
the insurance companies in America are not big enough to 
write it. I have got to go to Europe to get it underwritten.” 

I know a lot of life insurance agents starving to death in 
America to-day. 

I said, “Mr. Rosen (for it was the great e:q)ert, Mr. Harry 
Rosen), I am speaking to a great many sales forces in America. 
I wish you would tell me how last year you wrote eighteen men 
for one million dollars or more, and the average insurance sales- 
man is happy if he can write a quarter of a million all year.” 

He said, “I am not a genius at all. If there is a reason that 
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I am better it lies here: I expect in large units. I tau^t 
m3^elf a long time ago not to be satisfied, so I don’t toy in my 
mind with small amounts, I think in large terms. No life 
insurance company has set a quota for me that I haven’t been 
able to make.” 

Contrast Rosen’s mental habits with those of another sales- 
naan to whom I said, “Did you get all the business last month 
you ought to have gotten?” 

He said, “I didn’t get all I expected to, but then I didn’t 
expect to.” 

Gentlemen, I know no formula for failure that is so unfailing 
as that. Blessed is the man who expects nothing, for he shall 
not be disappointed. If I could only know what you are expect- 
ing, if I could only know about yomr faith contact with society, 
with your men, and with the world at large, I woidd prophesy 
something about the growth of the business. May I tell you 
what I expected once, as I come to the close of my address? 

I was born and brought up in Kentucky, as I told you, in 
a little town of one thousand inhabitants. My North and 
South poles were on the same street, one off the school house, 
and the other by the court house. But I wanted something. 
Ah, yes, God was very kind to me when he put in me the desire 
to want things. I have always had a burning desire to get 
something. My wants haven’t always been outrageous. Some 
of the things I wanted in life I got. The first thing I wanted 
I got. As I grew up in this little town I wanted something — 
I wanted a roll top desk. Hiat is what I wanted so all my 
desires and ambitions were centered around this desk. 

There was just one roll top desk in my whole world, and 
that was in the office of the bank president. He had the luxury 
of a roll top desk. I wanted that desk, oh how I wanted it! 
I wanted it so badly I used to stand before the bank of a nigjit, 
and I guess I lost the sale of a good many papers, waiting to 
see the president lowering the mechanism of that roll top desk. 
If I had had the roll top desk, all things would have been added 
unto me. The important thing was that I began to expect it. 

I hadn’t been doing that very long until I went to my mother’s 
millinery store one day and found an old fadiioned ^)ool case 
she had thrown out. I said, “Here is the foundation, here is 
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the beginning of my roll top desk.” I took it to our cottage 
and got a chisel and hammer and saw and went to work on it. 
Many nights and days I labored on that desk. When I finished 
it, it was very crude, no paint, no lock. You wouldn’t have it, 
but I look back upon the desk to-day as the finest piece of 
craftsmanship I have ever been able to build. 

Then I said, “What will I do with it?” One of the neighbors 
said: “After all the roll top desk you have talked about to 
the neighborhood, you have got it, and what are you going to 
do with it ? You haven’t anything to put in it, no nmil. You 
never get a letter.” 

I decided I would have to get a lot of mail. The banker got 
a lot of letters, ripped them open aind filed them away. So a 
traveling man came along and I said: “You have been to 
Louisville, Nashville and Cincinnati, maybe you can tell me 
something. I have an ambition to get a lot of mail. I have 
a roll top desk and nothing to put in it, can you tell me how 
to get a lot of mail ?” 

He said, “Yes ; I’ll give you a bright idea, and won’t charge 
you for it. Send your name away to Sears Roebuck and 
Montgomery Ward.” 

I sent my name away to Sears Roebuck and Montgomery 
Ward and they sent me catalogs and circular letters. Soon I 
began to get a remarkable mail. I guess the post office had 
its class changed because I got so much mail. We had a tri- 
daily mail service, very well named tri-daily ; that is, the train 
went to the main line junction every morning and tried to get 
back that night. It couldn’t always make it. Many nights in 
the winter it was midnight when it came in. It never found 
me dead ; I was always at the post office waiting for my mail. 

I took my circular letters home and filed them away and 
answered them as though I expected to buy something. I have 
a secret. All the months I carried on that heavy correspond- 
ence with Sears Roebuck and Montgomery Ward I never bou^t 
five cents worth of merdiandise. That is hard on Sears Roe- 
buck and Montgomery Ward. They lost a lot of money on me. 

A few years later when I got to New York and walked down 
Broadway and turned into the headquarters of a twenty-million- 
dollar corporation and got a good job which I had been writing 
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about, tbe manager took me to the third floor and said, “Mr. 
Spillman, this is your office and there by the window is your 
roll top desk.” 

“Verily, verily, I say imto you, whosoever shall say to a moun- 
tain, ‘Be thou removed’ ; and shill not doubt it in his own heart, 
he shall have whatsoever he sayeth.” 


Then may you never lose cour^, man with a mind, 
Hope is a iDetter companion than fear; 

Providence very benignant and kind, 

Gives with a smile what you take with a tear. 

Face to the light, for all must be right; 

Morning is ever the daughter of night; 

That which is dark must be that which is bri^t. 
Stand in the van and fi^t like a man — 

That is the bravest and cleverest plan. 

Trust well in your cause and do what you can. 
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Mr. Chairman and Gentlemen: It is very natural that my 
first act on coming over here to study the most interesting con- 
dition of affairs that is now proceeding with such rapid evolu- 
tion, should he to come and have a word with, shall I say, the 
exiles living here. They don’t seem to me to want very much 
pity. They are all looking very prosperous, not only those 
exiles but those home grown, who have connections with my 
own country and understand our point of view. It is very 
natural that my first act should be to come to leam from you 
what you think about things as they are developing here. It 
is very nice to meet old friends. 

You have referred, Mr. Chairman, to my appearance here 
nine years ago and the shattering events that were then taking 
place, as they seemed to us at that time. There was almost a 
great emotional reaction here to the general strike in Britain 
and the long coal stoppage. I well remember the interest that 
you took in a stage in our industrial history, which some of 
you said at that time was saving you here in the States a great 
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deal of future trouble. Whether that was correct diagnosis, 
the future can tell, but it certainly was a very important epi- 
sode in British industrial history, and I was here just at that 
time. 

Now nine years is a long time and you all look so young that 
probably you were not then cogni2ant of its importance, but to 
hear the familiar accents of— I don’t say Englishmen, but 
Scotsmen, Irishmen, and also Welshmen here is very gratifying 
and illustrates the solidarity, all appearance to the contrary, of 
our racial differences at home. 

I am reminded by that personal reference of the old tag 
about the Scotsman who kept the Sabbath and everything else 
he could lay his hands on ; and the Irishman who didn’t know 
what he wanted but was prepared to die for it ; and the Weldr- 
man who prays on his knees and on his neighbors; and the 
Englishman, ^e self-made man, who worships his Creator. 

Well, here we all are, those of you who answer to those 
various descriptions and those of you who answer for some of 
them in this country. You have just been reminded that when 
I last spoke we had the coal situation developing, had very re- 
markable reactions upon the railways. We found ourselves, 
after some months of inability to get our home coal, dealing 
with all kinds of stuff from abroad, and great havoc at play 
not only with our local locomotives and our equipment, but also 
with omr reserve funds. The year 1926 was the most disastrous 
year in British railway history, and from it sprang certain new 
conditions in the coal industry. So, in giving you this subject 
for a few minutes, “Regulated Industry,” shall we start with 
coal? 

The degree of regulation in the coal industry would seem 
several years ago to those of you resident here to have been 
pretty far-reaching, but now you have made such tremendous 
strides in the direction of regulation and planning, or you are 
attempting the strides, that it looks a very weak and mild 
buMness, the amount of regulation that we have in the coal 
industry. Still we will start with that because that picks up 
where I left off. 

In the coal industry there is now a Coal Comptroller, givmi 
that name for short. That isn’t his precise official name, but 
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he was a prominent civil servant and he weis taken from the 
Civil Service and put in a position where he was supposed to 
act as a kind of precipitant or catalyst, as the chemist would 
say, to induce action of a rationalizing, economizing character 
among the independent owners of the collieries, and very in- 
dependent indeed they are. It is extremely difficult to make 
them combine, and to make them take common action, and 
there is very great rivalry between the different coal fields. 

Well, his appointment was heralded ; it was for him to think 
out plans for amalgamation and coordination and then to go 
down to the different colliery districts and bring the masters 
together and induce them to put these plans through. There 
is, in effect, in the different districts a very elaborate system of 
accountancy which brings together the result, confidential so 
far as the individuals are concerned, but brings them together 
in the hands of a common trusted person, a chartered account- 
ant who has a quarterly ascertainment, as it is called, and those 
ascertainments regulate quotas as between collieries and have 
certain reactions upon the rates of wages, not the basic rate 
but supplementary rates of wages, paid in those particular 
areas. In other respects the weekly ascertainments are a very 
important accoimtancy development of what you might call a 
planned industry. 

But still they are in private hands and nothing has been done 
by the State yet in the way of compulsion or anything other 
than negative regulation. The appointment of this gentleman 
to precipitate reaction has so far not resulted in any very strik- 
ing amalgamation or economies, but a good deal of groundwork 
has been done and it is hoped that with the coming on of the 
summer the little buds will begin to show above the ground 
and ultimately there may be the blossoms to indicate the work 
that has been done and the seed that he has sown. But he is 
working in a very difficult area indeed, because the traditional 
attitude in Britain of rugged individualism — I believe is the 
phrase you like here — ^is nowhere better illustrated than among 
the coal masters, and so we are starting perhaps on the hardest 
possible task in having regulation in the coal industry. But, as 
I said just now, it is very mild business from the point of view 
of the kind of things you now have. But in the days when 
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you were living under the blessings or diadows, whatever you 
call them, of the anti-trust laws, that kind of encouragement 
of combination as to what is to be done next between different 
owners, would have seemed rather a remarkable step. 

Well, the next item which has come under great public at- 
tention is electricity. It has often been said that you could 
put Britain down in any one of your States — you mi^t not 
keep it there, but geographically that probably is a truism. 
Well, now, what is known as the Grid is a wholesale supply 
of electricity, but very great care was taken when the ori ginal 
grant of the Grid was put up that it should not put out of 
business what we might call the retail distributors of electricity. 
They had certain obligations not to start any new generation 
of electricity except by reference to the Grid, but having taken 
their power from the Grid, they then were the retailers. 

I will just give you one illustration of the kind of develop- 
ment from that position which showed that it cannot be a per- 
manent solution to the problem. 

When the Southern Railway wished to extend their suburban 
electrification, to a semi-main line project, and to get to the 
seacoast, a distance of sixty or seventy miles, instead of having 
one set of negotiations for their power with the Grid Authori- 
ties, under the regulations they were obliged to go to all the 
small retailers through whose areas they passed and to have 
negotiations with perhaps fourteen or fifteen different authori- 
ties for that diort distance. Now it is quite true that the 
authorities were not able, so to g>eak, to hold them up at ran- 
dom by large increases in the price, different from the price 
supplied by the Grid, but th^ were able to use the situation 
to tiheir own advantage, or to attempt to, to get othar conces- 
sions of various kinds. That was a very cumbrous state of 
affairs. And so the latest development is that in extending the 
Grid there shall be greatar power for the authorities of the 
Electricity Commission to have actual negotiations with the 
use, being v«cy heartily opposed, of course, by the actual elec- 
tricity companies. 

Wdl, the Grid is not up to now pa3dng its way. It has to 
have a very much biggCT load to devdop in order to make the 
promised economic millenium so far as electridfy is concerned. 
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but it does represent, I think, something that we should all 
admit is a proper approach to the problem — ^the supply of elec- 
tricity on a very large scale in the country as a whole. I don’t 
say that would apply to the United States, but applying to 
Great Britain, a country of that size, it does represent an ad- 
vance upon a large number of very small and therefore only 
semi-economic units. 

There are some small units, one that I have on my own rail- 
way at Stonebridge Park, which has its costs so low that it is 
excused, so to speak, from obligations to the Grid, and enabled 
to carry on very much on its own responsibility. 

Well, now, the third development of very great importance, 
because it has so many reactions upon industry, upon the rail- 
ways, and upon public utilities, is regulation in connection with 
the road. The development of the internal combustion engine, 
first of all the petrol, and now the heavy oil engine, running 
upon the public road has created a succession of extraordinary 
diffiadties. We in Britain, never believe that a thing is a 
nuisance until it is a thorough nuisance, and we very rarely 
provide long in advance for new troubles. We say, “Wdl, let 
them happen and we will see what we can do to repair them.’' 
And so the situation had gone a very long way not merely in 
the destruction of the integrity of the classifications of goods 
rates for the railways, not merely in a serious impairment of a 
vital industrial necessity, but also in matters of public safety 
and convenience — ^the destruction of property values throu^ 
noise and vibration and the like. It had gone almost to an 
insufferable point before it was resolutely tackled. 

The position upon the road is this: So far as the passengers 
are concerned, no passenger vehicle can apply for hire without 
a license, and we find that the licensing system is a far better 
controlling sanction than any amount of powers in the hands 
of local judges and magistrates. If a man exceeds the speed 
limit, if he overloads his vehicle, if he abuses other reasonable 
regulations, somebody has to take the onus of bringing him to 
the court, whether it is the police, or whether it is a private 
individual. If he can be fined two or three pounds and get 
away with it, wdl that is very little and he can alwa3^ run the 
risk; he is making so much profit in the ordinary way from 
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breaMng the regulations that that really doesn’t amount to a 
check at all, but if his license for next year is in jeopardy and 
his whole livelihood depends upon that license, then you have 
a real sanction. So the introduction of licenses for road vehicles 
was a most important element in regulation, because attached 
to the grant of the license you can put all kinds of conditions 
about good bdiavior and compliance with reasonable r^ula- 
tion. 

Wdl, now, the first to come under these regulations were the 
passenger v^cles, and now it amounts I don’t say to a monop- 
oly but certainly to a limited franchise, and people will now 
change buses not so much with a view to the actual vehicle 
itself but the license that goes with it, and it is very difficult 
to get new ones without real cause drown. That, of course, has 
been a boon not only to the good runners on the road but also 
to others with whom they have competed. There is no doubt — 
this has only been in force severd years — with experience, ad- 
ditional regulation will proceed in ^e public interest. 

TTie rates and fares charged are also subject to some inqrec- 
tion. This last year what we call goods lorries, which are 
enormous in size and weight and have had very little regulation 
in the matter of their speed and the hours of work, etc., have 
come under similar rates and an analogous system of law, but 
the first thing that had to be done was to establish the principle 
that when men were getting a living from running v^cles on 
the public road, they ought at least to contribute, not a tax — 
we don’t allow it to be called a tax, those of us who are watch- 
ing this movement carefully — ^but a mere return of the amount 
of the costs that thqr incur on the road that has hitherto fallen 
on the public purse. We say the damage done to the road, or 
the rqjair required, diould be made good by the vdiide. And 
so there is in force a system of licenses which, proceeding on 
a ton-mileage basis, grades the various wd^ts of vdiides with 
a license payment, so that the aggr^ate of all these license pay- 
ments for the goods vehicles is intended to equal at the end of 
the year the amount of road costs which can be attributed to 
that dass of vdiide. Obvioudy, it can’t be an exact calcula- 
tion, but the sort of commission on which the roads as wdl 
as the rails were represented, in an agreed r^rt, to the as- 
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tonishment of the public, carried through this principle that 
everywhere we are trying to secure that the public shall not be 
any worse off through their pa3nnent of rates and taxes because 
of the use of the road by commercial vehicles. Commercial 
vehicles should wash its own face in respect to the use of the 
roads. 

I may say, of course, that this does not extend to the past 
capital expenditures on the original provision of the roads. No- 
body knows what that was. That is past history and they have 
got that provided free. All they are doing is paying for addi- 
tional amenities thal: are necessary because of their presence 
on the roads and their actual wear and tear costs, the new out- 
lay for widening and cutting off blind corners and the other 
things that have resulted from the intense pressure of traffic. 
That principle we are endeavoring to hold intact. It is con- 
tinuously being fought in one way or another. The recent de- 
velopment of heavy oil vehicles has had this effect; that 
whereas there was a charge of eight pence a gallon on petrol, 
there was only a charge of a penny a gallon on heavy oil, and 
even supposing that the mileage per gallon, other things being 
equal, had been the same, you can see what a tremendous ad- 
vantage it would be to equip your vehicles with heavy oil en- 
gines instead of petrol engines, but inasmuch as there was an 
additional performance per gallon, the incentive to go into 
heavy oil vehicles was even greater. 

Now the Chancellor, in his last budget, has said, “I can’t 
afford to see my petrol revenue vanish. I must put an equiva- 
lent tax on heavy oil. I will put it on the same basis, eight 
pence, and present the heavy oil industry with the difference 
in real efficiency that they have per gallon of oil. They must 
be content with that.” That will do something to stop the 
rapid run from petrol into heavy oil because of this advantage. 

And so you see that the principle that vehicles should pay 
their costs on the roads is of importance, tremendous impor- 
tance, and I think you cannot escape from it as being fair and 
just to the commtinity. 

The new regulations for the roads in the matter of freight 
also go to the point of reasonable hours of labor, no overload- 
ing, and other conditions of safe running, the infection of the 
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vdiicle, etc.; and the grant of the license is contingent upon 
necessity, a new license has to show necessity, and the ground 
of an old license and of the renewal of it depends upon the 
record being clean from infringement. So there is now a real 
sanction and at last we have what was fast becoming an ab- 
solutely chaotic state of affairs on the road diowing signs of 
being kept in hand. Still there is much to be done, however, 
and our problem is astonishingly similar to yours. Sometimes 
I read the speeches of my friend Mr. Williamson, or General 
Atterbury, or Daniel Willard to his meeting of stockholders, 
and with a few changes of words like “cars” for “trucks” and 
“railways” for “railroads,” I can make it my own. The prob- 
lems are very similar. We have reached different stages of 
devdopment in the way of meeting these difficulties, but sooner 
or later in both countries I am quite sure something will have 
to be done in the way of regulation of the rates classification, 
because the roads with no obligations to the common carriers, 
with the power to carry particular dasses of goods, are at a 
great advantage compared with the common carriers of the 
railway and its obligation to the heavy goods traffic of the 
country. 

I am not giving an address on railways and roads; I am giv- 
ing this as one illustration of the kind of r^ulation that has 
become necessary even to the most hardened laisse^fcare in- 
dividualist owing to the complexity of modem life and the in- 
troduction of new inventions. We are not, however, so far as 
my own experience is concerned, dependent upon a set of ex- 
periments. I am working under three governments. I have the 
operations of the Irish Free State, the operations of the North- 
ern Govemmmrt and the Government of Northorn Ireland and 
Great Britain, and they are all meeting this matter by different 
solutions and naturally I am watching thdr reflective ad- 
vantages and defects with very great interest 

In the Iridr Ftee State the bus traffic has been given to the 
railwa}^ under cmtain conditions; they have the monopoly 
upon the roads and they get real coordination in that way and 
so far the public interest has not suffered. In Northern Ireland 
thqr were not prfiared to do that; they were M^tmied by 
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what they called monopoly and so the new arrangement in 
Northern Ireland now being discussed in Parliament, is to 
make a kind of transport for all the vehicles upon the road, 
and the present interests on the roads will take stock in this 
new concern. The railways will run as usual, but the receipts 
of the two concerns, the Road Board and the railway, will be 
pooled upon an approved basis. This is the second solution. 
The third I have already referred to, the system of licensing 
and introduction of control. 

This has been one of the most acute public problems of late. 
Coming now to the field of further regulated industry and 
dealing with the railways, I can refer to that very briefly. The 
railways have always been regulated in the interest at one 
time of safety, plus monopoly, but the regulations in respect 
to that are archaic, in view of the fact that you have a per- 
fectly free competitor on the roads, by coastwise shipping and 
by canal, and most of that kind of regulation ceases to be 
really important, and the alterations are hemmed in by all 
kinds of survivals, and the alterations in their rates have to be 
made subject to supervision by a government commission. I 
need not go over that ground because it is familiar to you 
and has some points of similarity, but it is quite certain Aat 
we are not in a position of permanent equilibrium ; that there is 
in the interests of the community and of the railways a position 
to be found which will preserve the advantages of individual 
initiative, of local requirements, will keep out the flattening 
and sometimes inhibiting effect of purely bureaucratic manage- 
ment and yet at the same time will give the public a fair deal, 
and all the various interests will be properly represented and 
regulated. 

Precisely what that solution is to be, nobody has yet dared 
to prognosticate. There are those on the extreme left, of course, 
who say that you will never get peace, never get balance until 
you have a complete nationalization of all forms of transport. 
Personally I don’t hold that view because not only is it an 
extraordinarily difficult thing to nm as a bureaucratic institu- 
tion, but it is very difficult to see at what particular point it 
stops. Certainly it can’t stop short with us with coastwise 
shipping, and the moment you get into coastwise shipping in 
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regular routes, you get into coastwise shipping with tramps, 
and the moment you get into that you are in shipping as a 
whole, and also port authorities. 

But at some point or other a line has to be drawn, and there 
is no doubt that in the next ten or twenty years, whether we 
see any kind of further government ownersMp of railways or 
not, we shall certainly see a much closer balancing of these 
interests. 

Now I come to ships. You are all very interested in the 
Queen Mary, the giant Cunard-White Star vessel, and the 
knowledge tibiat it has government support behind it, govern- 
ment support that would not have been thought of but for the 
time of great depression and the desire to provide work to take 
men, as you wish to do here, off the relief rolls. In one way or 
another the government has now become involved in the Atlan- 
tic shipping industry. In another way, through various finan- 
cial facilities and Ae failure of the Kylsant group, they are 
interested in a very large amount of passenger shipping in other 
parts of the world. When you once get in, it is very difficult 
to get out. We had an illustration of that by an incident that 
happened recently, which diowed people rather luridly the 
risks of a real government interest in these things. The gov- 
ernment undoubtedly has something at stake in the success of 
the Queen Mary and the new giant Cunard line’s experiment. 

There were some older and shallower vessels, notably be- 
longing to the Red Star Line, that were in the market, and a 
small groi^) proposed to buy these vessels and to start a com- 
pletely new line of transport, tapping an entirdy new market, 
as we transport experts considered, not attempting to get great 
speed or to cross the Atlantic in exceptional time, but to cater 
to a class of the population which has nevCT bear able to look 
at ordinary trans-Atlantic rates — a low fare and provision for 
meals as a quite separate item to be taken just as people want 
it. There are people who don’t want to eat a lot when they 
are crossing the Atlantic ; in fact all their feelings are on the 
contrary. At any rate it was thou^t that tmder these condi- 
tions, so far from its being competitive with this new Itixury 
liner with its great speed, it would create a new traffic and 
running from the depressed port of Liverpool, would help to 
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support interests there. Well, no sooner had this project shown 
its head above the horizon than the Chancellor of the Ex- 
chequer sat up, and he opposed it and his influence was great 
enough to delay it or stop it for such a time that the vessels 
passed into German hands. The project may still take form 
now, because the government have retreated from the position 
they took on it, but for three or four weeks they certainly were 
opposing a purely individualistic advance along an extremely 
competitive and commercial line of business, because they had 
an interest in some other concern. Now you can see, those 
of you who are not inclined to the left but to the right, the 
kind of dangers illustrated by that. 

One of the most important things in which we are discussing 
control, is iron and steel, and there a long agitation for a tariff 
to prevent heavy importations from Belgium, with much lower 
paid labor, has been given its satisfaction in the form of a 
tariff on condition that it put its house in order by a certain 
time, which means that obsolete furniture shall be put out for 
good and other businesses shall be thoroughly rationalized and 
put on a thoroughly up-to-date basis. And so the government 
are renewing from period to period these duties on condition 
that signs of life in this direction are shown, and in order 
to precipitate the signs of life another catalyst in the form of an 
Iron and Steel Comptroller, as we call him, has been recently 
appointed and the chairman of the electricity group has been 
made the new promoter. He has very similar duties to those 
of the gentleman in the coal industry. It is for him to get these 
people together and elaborate their ideas for rationalization, 
promote amalgamations and generally to ginger up the industry 
and make it worthy of the tariff support that has had in it teelii 
of very considerable opposition from a coimtry that is still in 
its bones, if not entirely free trade, at any rate nothing other 
than a very low-tariff-spirited country. 

Well, it is the duty of this Comptroller to get to work. He 
has recently been appointed and there will no doubt be given 
him more and more power as time goes on to bring about 
amalgamations and to stop considerably projects being held 
up by the Ul-advised resistance or selfish resistance of two or 
three smalla: members. In a coimtry that has been noted for 
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generations for shipbuilding, we have a number of shipbuilding 
yards that are very old and redundant, with the requirements 
of shipbuilding apparently permanently low for the world as 
a whole, from one cause or another, and the problem of these 
yards has been met in a different way, also by a very indirect 
assistance from the government and the Bank of England, a 
company has been formed to buy up redundant yards and to 
dismantle them and make them incapable of competition in 
shipbuilding. He funds for this have been provided by a 
series of issues of bonds or debentures. The series of bonds or 
debentures is provided by a levy on all the remaining yards. 
So that whenever a quotation is made for shipbuilding, you 
always have to bear in mind that there is a levy to be paid to 
this central shipbuilding company or corporation for the service 
of the bond which has been used for the purpose of bu3ring up 
derelict yards. You can see that a service is necessary, and 
amortization also, because the assets of redundant yards are 
not a very profitable group of assets to have at the end of the 
period of the bond. But the shareholders, the people responsi- 
ble, the other shipbuilders, will find by this method at the 
end of the time that they have rationalized themselves out of 
their own costs. 

Then we come to a very much more difficult industry, the 
cotton industry, so dependent for a large part of its prog>erity 
on export trade. It has been dear to many of us, looking over 
the matter in the last thirty years, that Lancashire could not 
go on permanently exporting cotton goods to India at the same 
time it was esqiorting large quantities of cotton-manufacturing 
machinery. The two things could not be in permanent equilib- 
rium. Sooner cur later the export madiinery would win, and 
those countries to which it was exported would become much 
more self-supporting. A point has now been rrached where 
Lancashire is facing a totally new world. The Lancadiire 
operator and the Lancadiire cotton owner has seen many de- 
pressions and he is indined to say, “Oh, you are making a lot 
of fuss ; trade will come back. My grandfather had this kind 
of thing in the fifties; my father had it in the eighties and 
there is no necessity to do anything.” They are accused, 
ri^tly or wrongly, of being rather obscurantists and opportun- 
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ists and not really facing the new world that is before them. 
And so all the effort that has been made to reduce the number 
of independent processes in companies performing independent 
functions and to put them not orfy in the horizontal but in the 
vertical unit— all those things have been preached to people 
who simply wouldn’t accept the teachings and certainly 
wouldn’t act on it, and therefore very little has been done in the 
way of regulation in the cotton industry. At last, however, 
action is being taken by financial pressure, and I should not be 
at all surprised to find sooner or later even a cotton Comptroller 
or another precipitant put in, particularly if the efforts of those 
in coal and iron and sted should be successful. 

I come to the last and perhaps from your point of view the 
most pertinent of these efforts at regulation in industry. That 
is agriculture. There has been nothing short of a revolution 
in the outlook of agriculture in the last three or four years, 
brought about by the most drastic government intervention and 
compulsion and the use of govermnent money. The depression 
in agriculture in Great Britain has been a matter of the most 
serious concern and resolute steps at last have been taken to 
combat it. These have involved the most terrible heart-search- 
ing on the part of most of us, because they abandoned the most 
cherished freedom of trade in that particular area where we 
have valued it most, the freedom of imports of food to a large 
population, and they also involve the introduction of controls, 
and these controls are very novd to us. They are even more 
complete in their effect upon individual liberty than schemes 
found abroad, even more complete than perhaps some of yours. 

Whether you judge them by the number of workers em- 
ployed, or the acreage under cultivation, the situation that had 
to be dealt with had become very serious indeed, progressively 
serious. In 1885, which was itself a period of great depression, 
we had two and a half million acres under wheat, and in 1930, 
less than one and a half, despite the very great increase in 
population. Barley, for example had fallen from two and one- 
fourth millions to just over one million, and hops from seventy- 
one thousand to twenty thousand. In the past three years, 
since these various schemes have been introduced, there has 
been a very considerable reaction and all these acreages have 
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been materially increased, while the decline in the numbers 
of men employed on the land has been partly arrested. This 
change of direction coincides absolutely with government 
action, and it is quite impossible to attribute it to any other 
factor. It differs from anything found elsewhere. I am going 
to give you for a minute one or two of the principles involved, 
because you can make your comparison with Germany, Italy 
and with the United States. 

In the case of wheat, there is subsidy for growing of ten 
shillings per cwt. against a market price of five shillmgs The 
money for this is found by a levy on all the flour consumed 
whether made from home or imported wheat. It is hoped to 
make this self-supporting, and it is quite obvious that when 
imported prices rise throu^ restriction of areas elsewhere, 
there will be less money to be found, the difference between 
the market price and the stated price of ten shillings. Wdl, 
the acreage has gone up in England and Wales from 1,197,000 
to 1,759,000 in three years, an enormous increase. I will admit 
that that is partly at the expense of other crops. It isn’t ei- 
tirely bringing back grasslands into arable, but a passage into 
other arable crop, and the general production has risen from 
nineteen million hundredweights to thirty-five million, so that 
is a clear evidence that it isn’t a matter of bringing into bear- 
ing poor land. 

Potatoes are under a marketing scheme, but this scheme 
has been self-evolved. Under permissive acts it has been com- 
pelled by the government. It is to control imports and to raise 
prices, restricting the sale of small potatoes and also to check 
the new producers or the increase of acreage by old ones. Here 
we are getting right into the very heart, into the citadel of 
regulation and its rffects. Hops are controlled as to the eunount 
of acreage and the amount to be imported, and the prices are 
very nearly double. The scheming differs from wheat because 
the quotas are ^ven to individuals and a virtual monopoly is 
incurred for all the past producers. New entries are included 
a-nA the relative position of individuals has been stabilized for 
a period. All this came about because the first attempt was 
successful as to price raising, but so many people were tempted 
to come in with those higher prices that very soon the effect 
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would have been worse than at the beginning because of the 
increased area. 

Milk is now subject to the most elaborate scheme. All the 
buyers pay a milk board direct for what they buy and the milk 
board in turn after deducting expenses passes the proceeds 
on to the numerous producers. Well, production has increased 
and yet the prices have gone up too. The problem is to educate 
the people to a higher consumption of milk. It isn’t as high in 
England as in other continental coimtries and even here. The 
surplus available to manufacturers is growing and it has now 
reached 28 per cent of the whole. So the problem now is to 
limit imports of cream and condensed milk from Europe. Im- 
ports are hard to restrict. Milk prices vary in the different 
areas. The highest, of course, are those near the big popula- 
tions. This scheme is extraordinarily difficult to work and 
upsets many producers. It upsets our transport arrangements 
on the railway, because it has altered the center of gravity of 
production and consumption, and the government had to give 
special subsidies to maintain the producers’ prices. They have 
introduced a method of getting rid of part of the surplus by 
giving it free to school children. 

For pigs and bacon, we have two boards, a pig and a bacon 
board. They represent the producers and the curers. Con- 
tracts are entered into between the farmers and the factories 
for a specific supply at specific prices for specific periods and 
subject to heavy penalties for default, because the curers 
coxddn’t afford to be held up by failure. Only registered pro- 
ducers may sdl pigs for bacon and only registered curers may 
buy for bacon. Pig producers who are outside the scheme, who 
haven’t come into the scheme, have only got the open pork 
market, not the bacon market. Well, at first it looked as if we 
were doing nothing but paying higher prices to Denmark for 
imported bacon, because otir own prices rose rapidly but the 
supplies didn’t. Danish bacon, being preferred for its greater 
leanness, still commands a higher price, but the curers are being 
put in a different position because of the unexpectedly large re- 
sponse of the pig breeders now. Once again the government 
had to come to the rescue with a short term credit, mid this has 
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shown the difficulties of control and vagaries of the consumers 
to a very marked degree. 

The government’s power to regulate the imports is being 
continually invoked to a greater extent than for any of the 
other schemes. The position so far is simpler inasmuch as the 
imports are mainly from Denmark, outside the Empire, but they 
are so large a part of Denmark’s prosperity that it would not 
pay us to push that policy to the extreme. It never would pay 
us to reduce any of our customers who import manufactures 
from us to a position of complete impoverishment. Nearly a 
quarter of the total bacon supply is now home produced, against 
one-seventh previously. The policy is to maintain an even total 
supply so that you will see that as our home supplies increase 
it does involve limiting the imports from Denmark 

Eggs and poultry are the latest subjects to have government 
attention. Increased prices and limitation of imports have not 
yet been involved; so far it is bulking and grading. I don’t 
know how it is in this country, but it seems to go against the 
grain to go into large processes of grading and bulking supplies 
for central stations, but they are chief devices in order to im- 
prove this industry. 

Sugar beets is a very important matter. It is a subject of a 
recent report, and I am not going to dwdl on it very long. It 
has been for years the object of considerable state aid, and the 
cost per ton of sugar is enormous. The home production is now 
about one-fifth and the acreage has increased fifty per cent in 
three years, but the country is alarmed at the amount of the 
subsidy per ton and I am qtiite sure that it will be discontinued 
before very long. 

In the case of beef we haven’t a regulation in the ordinary 
sense excq>t that tmda: the Ottawa and Aigentine agreements 
there is a considerable subsidy to home producers, and efforts 
are now bdng made to induce the Dominions and Argentine to 
accept a levy on imports as an alternative to drastic restriction 
or to supplemeit a moderate restriction. 

Then we have schemes now in prospect even for raspberries 
and herrings. So you see how far we are getting into this new 
^here of emulation. Althou^ there is a great general desire 
to renestablish the method of doing it, whether by quotas or 
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duties or restriction, schemes are highly controversial. In 1931 
we gave by law the first facilities for organized marketing, per- 
mission for a majority to construct schemes which would com- 
pel a minority, but it came to very little because there was 
nothing on the import side and whenever these began to im- 
prove prices, unrestricted imports brought about some kind of 
collapse of the scheme. Only the scheme for hops really re- 
sponded, but in 1933 people faced up to the consequences of all 
this and the missing feature of regulation of imports came in 
and now we are well on our way to complicated schemes of 
import duties. I could say a great deal but my time is gone. 
This has been attended by many problems. Obviously the first 
one is that of administrative control where the difficulties are 
very great, where you are dealing with a large number of pro- 
ducers. It is easy where you are dealing with a few, as in the 
case of hops perhaps with only a thousand, but where you are 
dealing in the case of over a half million, as in poultry, you 
have a very great problem in administrative control. You can 
spend as much in postage as the particular individual’s effort 
would represent in the market. 

The difficulties you have in the case of bacon, where you have 
got an alternative market for the pig in the pork market — ^that 
very nearly shipwrecked other schemes. You can see when 
looking ahead that eggs and poultry are, as it were, correlative 
as alternatives. As fast as you press up one market you may 
depress another. Then the relative positions of home and for- 
eign supplies are very important, especially for a country like 
ours which is so dependent on our investment income abroad. 
So we can’t play fast and loose with the interests in Argentine 
or New Zealand or Denmark or Sweden. And then the effect 
of price upon consumption is vital. We have seen, as in the 
case of hops where it is only a small proportion of the total 
price, that you can absorb quite a change without hurting any- 
thing ; or even in the case of potatoes, where large bulk in rela- 
tion to the low price is the important factor, but in other things, 
like the bacon schemes, consumption is very sensitive and be- 
fore you know where you are the mass of the people have passed 
from one class of bacon to another by a slight diange of price. 
A quota system is bound to put an end to free entry into occu- 
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pations and businesses, and that is undoubtedly a very vital 
constitutional feature. The farmers like it; they have been 
getting great benefit; but they are like Oliver Twist; they are 
asking for more. We have got to face the large constitutional 
principle of possible monopolization of the whole of trade and 
the effect upon new enterprise, standardization of the result 
and the possible jugging of old enterprise and initiative, the 
dependence of business upon state money and the question 
whether you can ever have state money and subsidy which 
don’t ultimately involve state responsibility. 

Then you have the whole question of the validity and the 
extent of majority coercion and the loss of economic freedom. 
We have the larger questions of the relations between our total 
imports and exports, which are an economic subject that I must 
not develop today. I have tried to put you au rapport with the 
most recent devdopments of regulation of industry. There 
is the greatest apprehension not only on the subject of the 
balance of trade but as to the point at which it is right to press 
the recovery in agriculture at the possible expense either of 
the cost of living or of our export trade, and dso at the cost 
of constitutional principles that in a liberty-loving country we 
hold dear. But the fact remains that the position of extreme 
and drastic action had to be taken, and has been taken. Pre- 
cisely where equilibrium will be found, whether we are on a 
slippery float which will land us to even greater changes, I can’t 
say, but the price of liberty is eternal vigilance, as was once 
said, and it is truer than ever today in the economic q)here. I 
need not tdl you that in the United States. 
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SOME SIGNIFICANT STEPS IN THE DEVELOPMENT 
OF A NATIONAL SERVICE 

Mr. H. B. Thayer (1858-1936) was bom in Northfidd, Vermont, 
and had been connected with the American Tdephone and Tde- 
graph Co. since 1881. He became president in 1919. The fol- 
lowing address is an interesting narrative of the devdopment of 
a great corporation and a great national service. It was deliv- 
ered before the Vermont Historical Sodety on Jime 24, 1925, 
at Montpelier, Vermont. 

The first person to hear the human voice by telephone is still 
living. The first name to appear on the payroll of any organ- 
ization giving telephone service is still on our pa3n:oll. A mem- 
ber of the first Board of Directors of the first telephone comptiny 
still sits on our Board. It is still less than half a century since 
the invention of the telephone, so that what I have to say mtist 
be considered only a part of the first chapter of the history of 
telephone service. 

The story of how Alexander Graham Bell, a teacher of deaf 
mutes, a student and teacher of the laws of speech, as had 
been his father and grandfather before him, studied and ex- 
perimented in the belief that the human voice could be carried 
to a distance by the electric current over a wire, has been often 
told. The story has all of the thrills of a romance: Picture 
this young teacher with a great idea but with none of the 
financial resources necessary for experiment; then, after he 
had succeeded in communicating his enthusiasm in some meas- 
mre to the fathers of two of his pupils, with financial help from 
them, working persistently, sometimes in a cellar, sometimes 
in a shop attic and sometimes in his boarding house — often 
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with discouragements and only occasionally obtaining results 
which renewed his hopes, but always with faith that the thing 
could be done. 

In June, 1875 — 50 years ago — he first heard a sound which 
had been electrically carried over a wire. It was not the sound 
of the human voice but it was a soxmd. In the following March, 
his voice was carried over the wire from one room to another 
in his boarding house and was heard by his assistant, Thomas 
A. Watson. The theory was demonstrated: The invention, 
crude though the apparatus was, had been made. 

His financial backers were Thomas Sanders and Gardiner 
G. Hubbard ; and Mabel Hubbard, at first his pupil, had become 
the rival of the telephone in his heart and mind, and it was 
her encouragement which led him to go to the Centennial Ex- 
hibition in Philadelphia where the telephone was on exhibition 
(but had received scant attention), so that he was in attendance 
when Dom Pedro, Emperor of Brazil, who was being escorted 
through the exhibition, in company with some distinguished 
scientists, recognized in him the young teacher of deaf mutes 
whom he had previously met in his classroom in Boston and 
listened at the telephone receiver while Bell talked at the other 
end. “My God — ^it talks” — ^the Emperor exclaimed ; then 
Joseph Henry, the venerable head of the Smithsonian Institu- 
tion listened. He recognized in Bell the young inventor who 
had told him what he was trying to do over a year before. 
Henry had then encouraged him to go on with his work. “But 
I have not got the electrical knowledge that is necessary,” Bell 
replied. “Get it,” was Henry’s answer. He was followed by 
Sir William Thomson, afterward known as Lord Kelvin, and 
at that time the foremost scientist in the world. “It does 
speak,” Sir William said. “It is the most wonderful thing I 
have seen in America.” Bell’s fame and the fame of the tele- 
phone was made and heralded over the world. 

In the following year Alexander Graham Bell and his pupil, 
Mabel Hubbard, who had helped him with inspiration and 
encouragement, were married and after forty-five years of 
happy married life, her death followed his by less than a 
half year. That is the romance of the invention of the tele- 
phone. 
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Laying the Foundations 

The histoiy of the development of nation-wide telephone serv- 
ice is the story, first, of a small group of men who foresaw pos- 
sibilities and laid sound foundations for a great public service 
and who devised and constructed its plan of operations. These 
were achievements characterized by far more than ordinary 
foresight, sagacity and constructive ability and as such deserve 
and will receive our principal attention. 

Professor Bell was a man of vision. As early as 1878, when 
the telephone had barely emerged from the laboratory, when 
speech by telephone was possible, but barely practicable, he 
wrote this : 

“It is conceivable that cables of telephone wires could be laid 
underground or suspended overhead, communicating by branch 
wires with private dwellings, country houses, shops, manufac- 
tories, etc., etc. — ^uniting them through the main cable with a 
central office where the wire could be connected as desired, 
establishing direct communication between any two places in 
the city. Such a plan as this, though impracticable at the 
present moment, will, I firmly believe, be the outcome of the 
introduction of the telephone to the public. Not only so, but I 
believe in the future, wires will unite the head offices in different 
cities and a man in one part of the country may communicate 
by word of mouth with another in a distant part. 

“Believing, as I do, that such a scheme will be the ultimate 
result of the telephone to the public, I will impress upon you 
all the advisability of keeping this end in view, that all present 
arrangements of the telephone may be eventually realized in this 
grand system.” 

The original patent on the telephone was owned in partner- 
ship by Thomas Sanders, Gardiner Hubbard and Professor 
Bell, Sanders and Hubbard being the financiers and business 
managers. They also were men of vision, thoroughly imbued 
with the plan of building up a national service. I have often 
wondered whether they would not have received greater ma- 
terial reward for their efforts if they had been content to 
manufacture and sell telephones and leave to someone else the 
future of telephone service, but judging from their correspond- 
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ence, that thought did not enter their minds. With great per- 
son^ sacrifice they put money into the business but there is 
no suggestion in their correspondence that they thought of 
taking any out. Apparently their whole purpose was to build 
up a business to give telephone service. Probably they were 
not entirely altruistic but were disposed to build and wait. 

A real discoverer or a real inventor usually starts up a flock 
of claimants and pretenders, ranging from those who have 
almost accomplished the result, to those who, on no real foun- 
dation of fact, fabricate a case for the purpose of robbing the 
rightful winner of his reward. Professor Bell’s experience was 
no exception. The annoimcement of his invention was followed 
by claims involving the greatest patent litigation up to that 
time, lasting about 20 years; that is, throu^ the whole 17 
years life of the original patent, and 3 years after it had ex- 
pired. Some of these claims were taken up by the Western 
Union Telegraph Company and for the first two or three years 
the infant industry found itself in competition with one of the 
most powerful corporations of that time. The effect of this 
during the first two or three years was largely in increased 
difficulty in inducing men to put their time and money into 
the promotion of an entirely new enterprise. Both Mr. Hub- 
bard and Mr. Sanders had other interests and other work, and 
they put into the business more money than they could really 
spare. They formed a corporation, but had difficulty in dis- 
tributing the stock. They needed a business organization, but 
did not have the money to support it, but they needed most 
someone of force and ability to take the business management 
of the enterprise. 


Developing an Organization 

Mr. Hubbard, as a member of a Congressional Commission 
on Postal Affairs, had met Mr. Theodore N. Vail, who was then 
Superintendent of the Railway Mail Service and had become 
impressed with his ability, and he and Mr. Sanders rather 
reluctantly came to the conclusion that they could pay him 
$3,000 a year salary, although Mr. Sanders impressed it upon 
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Mr. Vafl that he did not personally guarantee its payment. 
The enterprise was having what we in Vermont call “pretty 
hard sledding.” 

At about this time (in 1878), William H. Forbes of Boston 
became financially interested in the enterprise. Colonel Forbes 
was of one of the old Boston merchant families — owning its own 
ships and trading with China and the Far East. Perhaps he 
inherited a spirit of adventure which moved him to embark in 
this enterprise. It needed such a spirit. The Company was 
poverty-stricken and the resources of the Western Union Tele- 
graph Company were concentrated against it. 

These two men, Forbes and Vail, brought to the struggling 
business what was needed to put it on a firm foundation — 
business sagacity, generalship and the confidence of finan- 
ciers. 

They settled the contentions with the Western Union Tele- 
graph Company and soon the public began to realize the 
possibilities in what had previously had little more than the 
attraction of a novelty. Their Company, the National Bell 
Telephone Company, had issued capital to the amount of $850,- 
000. Within the year, from November, 1878 to October, 1879, 
the market price of the shares went from about $50 to $800 
per share. That was the period in which the tradition that 
there was an enormous profit in the telephone business took 
root 

In the spring of 1880 The American Bell Telephone Company 
was organized under a special Act of the Massachusetts Legis- 
lature and it is significant that one of the prominent feattures 
of the charter was the right to hold stock in other companies: 
Significant because, as I shall attempt to show, stock ownership 
in subsidiary companies was one of the essential parts of the 
plan in their minds for the development and operation of a 
nation-wide telephone service. 

Mr. Forbes became President and Mr. Vail, General Manager, 
of the new corporation. At that time, there were less than 
30,000 telephones in service in the United States, and they were 
in 138 cities and towns, uncoimected with each other by tele- 
phone lines. In Mr. Forbes’ first report, with reference to this 
period, he said: 
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“After two years passed in a struggle for existence and a tHrd 
largely devoted to the settlement of disputes inherited from 
that contest, the owners of the telephone patents, at the begin- 
ning of their fourth year, for the first time find themselves free 
from all serious complications, with nothing to prevent the 
Company from directing its whole working force to the develop- 
ment of the business, and with a defined policy for its future 
operations.” 


Following a Fundamental Policy 

There was a defined policy. During the following five years, 
the fabric of corporations and contracts defining their relations, 
departments and all that went toward making a working system 
to carry out that policy, was constructed. The policy was to 
carry out the dream of Professor Bell — ^to construct and operate 
a nation-wide telephone service, so that within the boundaries 
of this country, all that is possible in telephone service ^ould 
be possible to all. 

The system as then constructed is substantially as now 
operated; a parent or headquarters company, sectional operat- 
ing companies, a manufacturing organization and an organiza- 
tion to furnish service connecting telephone users in different 
operating districts — ^the system which we call Hie Bell Tele- 
phone System. How much of this constructive planning was 
the work of Forbes and how much of Vail, I cannot tell. I 
doubt whether they could have told, because they worked in 
such cooperation that much of it was undoubtedly joint work. 
They planned as though they were standing on the threshold 
of the futme and coidd see then what would be needed now 
and in our future, for this National Service, and what must be 
provided and what must be guarded against to insure it. 

Their plan provided district operating companies in touch 
with the growth and the requirements of the communities they 
served, with stock ownership by the parent company in order 
to insure uniform policies and uniform standards of service. At 
first there were many of these operating organizations but as 
economy of operation has dictated, they have been consolidated 
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into fifteen operating organizations covering in their operations 
the whole country. 

They recognized the importance of a tmiform standard of 
excellence in the apparatus to be used in transmitting and re- 
ceiving the voice current, and retained in the parent company 
the obligation to furnish to all of the operating companies the 
transmitter and the receiver. They realized that in addition 
to the transmitter and receiver an almost endless variety of 
other apparatus must be provided, and their costly experience 
in patent litigation warned them that the operating companies 
must be spared a similar experience. They foresaw that they 
must have a free field of development, unhampered by patents 
controlled outside of the system. Furthermore, they realized 
the desirability, on the grounds of economy and efficiency, of 
standardization of material. 

They, therefore, organized in January, 1882, a manufacturing 
corporation, in which the parent company was a large stock- 
holder, under obligation to provide whatever devices might be 
required by the operating companies at reasonable prices. 
This involved an obligation on the manufacturing corpora- 
tion to acquire licenses under the patents of others, if neces- 
sary. 

But, in order that this relationship should always be an 
advantage which the operating companies could use, and never 
a burden that they must carry, they left the operating com- 
panies free from any obligation to buy of their manufacturing 
company. This studious care to protect the operating com- 
panies in untrammeled devopment — ^to help and not to 
hinder — ^is characteristic of the whole plan. 

It was planned and always has been the part of the parent 
company to perform for the whole system the functions of a 
general staff of the System. It has employed scientific inves- 
tigators and maintained laboratories and exj^rimental shops 
where the aim is to develop the most economical and efficient 
apparatus and construction and maintenance material, looking 
as far as possible into the futtire requirements of the public. 
All of the methods of work in the various departments of work 
are studied and standardized. It has coordinated the financing 
of the system and in general has done all of the things which 
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could be done more efficiently by one agency for all of the com- 
panies, than by each for itself. 


Building a Nation-Wide System 

By 1885, the operating companies had made such develop* 
ment, that it seemed possible to extend the range of conversa- 
tions, and the American Telephone and Telegraph Company, 
entirely owned by the parent company, was organized to inter- 
connect the telephone users in the districts of the operating 
companies. When that was done, the plan for a national service, 
developed before 1882 and provided for in inter-company con- 
tracts, came into complete operation. 

Counting from the invention of the telephone, the end of five 
years saw the plan completed, which has been followed, prac- 
tically without change, in establishing the nation-wide telephone 
service as it exists to-day. The vision and the wisdom of the 
foimders of the business, as exhibited in the work of that 
period, makes it stand out as the most noteworthy in the history 
of the telephone. The history of the telephone has been the 
fruition of the plans made then. What they did was to create 
an organization which was tributary to no outside interest, which 
had within itself the elements of progress and which depended 
upon nothing but itself and the good-will of the American Pub- 
lic. That is what they did, and the evidence is strong that 
that is what they tried to do. 

That they realized their dependence upon the public’s good- 
will is evidenced by a letter from the General Manager, Mr. 
Vail, to at least one of the operating companies written in 18S3. 
Note the significance of the questions he asks: 

“Is the telephone service, as it is now being fumidied, satis- 
factory to the public?” 

“Are the prices satisfactory to the public, considering the 
facilities and service that is given?” 

“Is it possible, in view of the contingencies of storm, under- 
ground legislation, etc., to make any lower rate to the public 
for same classes of service?” 

“What has been the tendency of the relationdiip between the 
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public and the local companies for the past year, i. e., are the 
relations between the public and the companies improving ?” 

Such solicitude as to quality of service, prices and public rela- 
tions, unfortunately, was not as general among public utility 
corporations at that time as it is coming to be now. So the 
foimders of the service left to their successors not only a com- 
plete operating organization which has survived, but they left 
in the organization the right spirit of public service. Leaving 
this constructive period, I shall lay stress only upon such events 
as had an important influence r^on the final result. 


A Pesiod of Healthy Expansion 

It must be remembered that in the early eighties, not only 
was the art of telephony new, but that was true of all of the 
applications of electricity to the service of mankind, except 
the telegraph, and those years were marked by development of 
apparatus and materials, methods and men, and by a healthy 
expansion of the business, hampered somew^t by the constant 
patent litigation. 

In the Annual Report for 1892, the President says : 

“It is now possible from this room (in Boston), or from any 
properly appointed station on this system, to talk north and 
east to Augusta, north to Concord, N. H., to Buffalo, New York, 
west to Chicago and south to Washington, and, of course, to the 
principal cities intermediate.” 

“It may be interesting to note that within that territory live 
and do business, something more than one-half of the whole 
population of the United States,” 

“That this constitutes an addition to the social and business 
facilities of the country of far readiing consequence, needs, of 
course, not to be added.” 

At that time, after about fifteen years growth, there were 
about 230,000 telephone stations in the United States (about as 
many as the present growth of three or foirr months). 

In 1893 the original Bell patent e3q)ired althou^ the liti- 
gation over it still continued. The Company owned or con- 
trolled many other patents covering in^ortant improvements 



A NATIONAL SERVICE 


373 


in the telephone or subsidiary apparatus, but never again made 
any serious attempt to enforce patent protection. Patent pro- 
tection had served its purpose by furnishing the measure of 
control or influence necessary to direct the introduction of the 
telephone in accordance with the purpose of a national service 
by a closely knit organization. It diould be borne in mind that 
the purpose of the major part of this litigation was not to de- 
termine whether or not there should be a patent monopoly of 
the telephone, but whether it should rest with the Bell Group, 
or go to some other group. 

As the necessity of protecting its patent situation became 
less important, it was able to, and did liberalize some of its 
methods. It began to permit connection between its licensed 
companies and other companies without raising the question as 
to whether or not they infringed its patents. That was the 
beginning of the connecting company as distinguished from the 
so-called competing company. 

The Company was prosperous and the business profitable, 
but not extravagantly so. There was a popular opinion that 
it was something like a gold mine. I remember at times meet- 
ing men who claimed to have had the opportunity in the 
beginning to buy the Bell patent for trivial sums, and who 
were fond of calculating the millions they lost by not taking 
advantage of the opportunity. It was frequently stated that the 
patent was the most valuable one ever issued. 


An Experiment in Competition 

The fact is, so far as I have been able to find, that no one 
ever had an opportunity to buy the Bell patent from the original 
owners, and while I think it was the most valuable one ever 
issued, the value was principally to the public. The profits in 
excess of moderate dividends were left in the business. No 
large fortunes were made out of it even by the pioneers. But 
this popular opinion that it was a very profitable business led 
people all over the country to establish so-called competing 
companies after the expiration of the original patent. Before 
long there was hardly a community in the country which was 
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not served by two companies, each having a separate list of 
patrons and a few in common. 

Perhaps this competitive movement was fostered to some 
extent by the general public feeling of revolt against large cor- 
porations which was at its height during this period. There 
was the feeling that with size went power and that there could 
not be power without abuse of power. This feeling manifested 
itself in onerous restrictions which were placed upon this Com- 
pany by the Legislature with reference to increases in its capi- 
tal, so that at the same time it stimulated public favor in Ae 
small corporation and hampered the operations of the large cor- 
poration. 

In 1900 it became necessary to change the legal domicile of 
the parent company, which could be more properly called the 
headquarters company, and it was accomplished by transfer of 
the property to its subsidiary, the American Telephone and 
Telegraph Company, a New York Corporation, and the ex- 
change of the shares of that company for its own shares. As a 
part of this legal reorganization, a part of the surplus which had 
accumulated in the preceding 25 years through undivided profits 
and the receipt of premiums on stock issues was capitalized, 
with a proportional adjustment in the dividend rate. The own- 
ership and operation of the Long Distance Lines, which had 
been in a separate corporation, thereby came into the parent 
company organization. Otherwise, it was virtually a change in 
name and in legal residence of the corporation with no change 
in management or policies or methods. Tlie release of restric- 
tions on the issue of new capital, however, made possible exten- 
sions which otherwise would have been impossible and at this 
time began the great growth in tdephone service. 

The telephone companies not licensed by, or operating as a 
part of the Bell organization, were called competing or inde- 
pendent companies, and between 1900 and 1905 they reached 
the summit of their strength. There are not accurate figures 
as to the number of stations they operated, but I have the im- 
pression that it did not at its height differ widely from the num- 
ber operated by the Bell organization.. They did not have a 
central organization and a centralized financial strength. They 
did not have a complete scheme of inter-connection between 
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communities and in many- cases they were not soundly financed. 

The principle of two agencies rendering telephone service 
in the same community or communities is economically unsound 
and could not survive. It has, however, taken a long time for 
the public to fully realize that this so-called competition is not 
real competition; that the public does not have the choice be- 
tween two complete services but it either pays to one company 
for a partial service or to both companies in order to get a com- 
plete service in the community served. It is now rapidly dis- 
appearing. In some cases the Bell plant has been sold to the 
independents and in some cases the independent plant has been 
sold to the Bell Companies and in all of those cases the surviv- 
ing company’s plant has been connected with the Bell National 
System and so the ideal of a nation-wide service has been main- 
tained. 


The Telephone’s Paet in the Was 

By the time of the entry of this country into the Great War, 
the Bell Telephone System had become really the National 
Telephone System. Its wires reached from coast to coast and 
from Canada to the Gulf. It had the only laboratories equipped 
to design telephone apparatus for military purposes — ^the only 
manufacturing plants capable of producing it in adequate quan- 
tities, and the only large body of employees trained to do cer- 
tain necessary kinds of service, and all of these facilities were 
promptly made available to Government use. Camps and can- 
tonments and all of the various activities of the Army and 
Navy were promptly equipped and connected. Units were or- 
ganized for service abroad in the various departments of tele- 
phone work. Special apparatus was designed and supplied. 
Both the intentions and performance of the Bell organizations 
received the hearty approval of the military authorities. 

It came, therefore, as a surprise and somewhat of a shock 
when, under authority of Congress, the Federal Authority took 
over the operation of the telephone service. It did not appear 
to be justified and did not appear to result in any advantage. 

It necessarily meant Government approval of rate changes 
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and wage changes during a period when prompt action was 
vital to maintenance of good service. Governments do not 
act promptly and to that extent the service suffered. After the 
armistice the operation of the properties was returned to their 
owners. The imanimity of action possible in the Bell organiza- 
tion made all of the details of the transaction comparatively 
simple, and within six months of the return of the property 
to the companies, the whole transaction was closed. 

The restrictions on the use of capital and material during the 
war, loss of morale and of skilled people due to slow wage ad- 
justments during the period of Federal Control, all had their 
effects on the service to the public after the war, and from 
those effects the service has only recently completely recovered. 

A history of the commercial development of the telephone in 
this country becomes in the main a history of the Bell Tele- 
phone System. It is very rare that those engaged in the man- 
agement of an enterprise can look back after a lapse of a half 
century and find that its progress during that period has been 
in accordance with a preconceived program, and that no fim- 
damental mistakes were made in the conception of its future, or 
in the preparation for its futtnre. We can even go beyond that 
and say that we cannot see any other way in which a nation- 
wide service can be efficiently and economically operated. 


The Realization of Early Foresight 

Foresight has been characteristic of the management and in 
other ways than I have attempted to describe. The story of the 
work of the scientists and inventors employed in ttie Bell 
System preparing for the growth of telephone service and its 
extension into new fields makes a wonderful record. I have 
already called your attention to the early appreciation of the 
fact that approval by the public of the policies and practices 
was essential to the continued success of the enterprise. The 
American Telephone and Telegraph Company was at least 
among the first of the great corporations to give full publicity 
to its aims and its operations. 

The financial management has been sound and conservative. 
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The stockholders, through premiums and conversion of bonds, 
have paid into the treasury over $40,000,000 more than the cap- 
ital of the Company. Reasonable dividends have been paid. 
If figured not upon the issued capital but upon what the stock- 
holders have paid into the Company, plus their earnings undis- 
tributed, the rate in 1924 was 7.3%. It has not exceeded 7.5% 
in the paist 30 years and has exceeded it only for two years in 
the past 40 years. It has not been at the rate of less than 6% 
in 20 years and only for two years in the past 40 years. The 
aim has been that the stock shotild be an investment and not a 
speculation. 

Fair and considerate treatment of those giving their services 
to the enterprise has been a cardinal principle. In 1913 there 
was inaugurated throughout the Bell Telephone System what is 
called The Benefit Fund, providing payments to employees 
during sickness and in old age. In 1915 plans were put in 
operation encouraging employees to invest in sto(i and securi- 
ties of the Bell System and other plans for the encouragement 
of thrift are in operation. A separate department — ^well organ- 
ized and equipped — ^is devoted to the study and inauguration of 
plans for improvement of working conditions, and in working 
conditions is including something more than physical condi- 
tions. The effort is made to give all of those employed in giv- 
ing telephone service that knowledge of the aims and purposes 
of the organization, and of the results of operation which will 
give them an interest in their work, and a diare in the joys of 
accomplishment. I have only toudhed upon the later and in- 
cidental developments because I want to leave in your minds 
the picture of the work of the founders of the service in de- 
veloping a plan which, after a half century’s use, must be ad- 
mitted to be the best plan for conducting a nation-wide service. 

Now let us see what in less them a half century has come to 
this coimtry out of the dreams of Bell and Sanders and Hub- 
bard and the plans of Vail and Forbes. 

The Bell Telephone System with its investment of between 
two and a half and three billions of dollars, contributed di- 
rectly by 360,000 stockholders, and unknown thousands of 
holders of other securities, and indirectly throng savings banks 
and insurance companies, and other similar institutions, by per- 
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haps millions more, giving emplo5mient directly to about 300,000 
people, and indirectly to thousands more. 

With sixteen millions of stations in the cities, towns and 
villages and on the farms all over the country connected to- 
gether in one great network of intercommunication, and used 
to the extent of over 60 million conversations a day, some of 
them between points thousands of miles apart. And the end is 
not yet. 

Aside from the probability that there are more Vermonters 
financially interested in this than in any other single business 
enterprise and more Vermont communities using this than any 
other public utility, there is another reason why the develop- 
ment of the Bell Telephone System should have a particular 
and personal interest to Vermonters. 

It is a monument to the foresight and constructive genius of 
Theodore N. Vail, and Mr. Vail was a Vermonter. A Ver- 
monter by adoption, it is true, but as he often said, the glory of 
being a Vermonter was greater to him who gained it by delib- 
erate choice than to him to whom it came as an accident of 
birth. He maintained a residence here during the greater part 
of his business life. It was the home to which he turned for 
rest and mental refreshment. He was a truly great man — one 
of the giants of his generation — and he loved Vermont. 
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OVER-REACHING 

Sir Henry Worth Thornton, chairman and president of the 
Canadian National Railways since 1920, was bom in Logans- 
port, Indiana, November 6, 1871. He was actively engaged 
in railway engineering and management in this country until 1911 
when he became a naturalized British subject. In 1914 he was 
appointed general manager of the Great Eastern Railway, Eng- 
land, and during the war served in various important posts in 
coimection with the railways in France, in 1918 being appointed 
Inspector General of Transportation with the rank of Major 
General. He was knighted, Commander, Order of the British 
Empire, 1919. The following address was delivered before the 
Illinois Manufacturers’ Association, December 17, 1926. 

Over-reaching is one of the maladies which seem to be inherent 
in mankind. It is a symptom of malignant opulence, and is 
universally provoked by success. It seldom finds its source in 
poverty or failure, and thrives in an atmosphere of wealth and 
power. Success has been responsible for more disasters than 
has adversity. The latter is a hard but effective teacher: the 
former an impostor who has lured many to disaster. The pres- 
ence of failure generally excites caution. Prosperity blinds the 
eye to danger, blunts the senses, and often excites an auto- 
intoxication which ends in catastrophe. Over-reaching carries 
in its train intolerance, prejudice, and injustice, and banishes 
a recognition of the legitimate rights of others. The pages of 
history abound in examples of conquerors, rulers and nations 
who have fallen prey to over-reaching. 

Over-reaching finds another manifestation in extremes. It 
is difficult, in the freshening winds of prosperity, to hold the 
ship upon an even keel and straight upon a sane course. The 
pendulum swings either to the one or the other extreme, and is 
seldom held to caution and wisdom. Extremes are found in 
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every manifestation of human life. Even the raiment of women 
is approaching the extreme stage, or at least reveals extremi- 
ties! Indeed it may no longer be said that he who hides be- 
hind a woman’s skirt is a coward : — he is a magician ! 

Over-reaching was responsible for the first disaster which 
was visited upon our scriptural ancestors when Eve yielded to 
the blandishments of the Serpent and reached for the original 
Cox’s Orange Pippin ! Holy Writ tells us that all of the evils 
to which man is heir may be traced to that initial feminine in- 
discretion. “An apple a day,” it is said, “keeps the doctor 
away,” but mankind might have been better for more visita- 
tions of the doctor and less stolen fruit. 

The great highway along which nations and empires have 
traveled is strewn with the skeletons of those who have over- 
reached. Pharaoh lost a valuable addition to the Egyptian 
population by over-reaching and oppressing Moses and his 
flock. Alexander the Great over-reached considerably, but an 
untimely death rescued him from a fate which would otherwise 
have been his. Julius Caesar was similarly and somewhat 
luckily saved. Over-reaching destroyed Antony, and shattered 
the hopes of Cleopatra. Imperial Rome and all of the great 
empires of antiquity committed suicide while of unsound mind 
by grasping more than could be assimilated. In modern times 
the two outstanding examples of over-reaching are found in 
Napoleon and the Central Empires. Had either been content 
with what was reasonable and consistent with safe acquisition, 
the history of the world would have been different, much blood 
and treasure would have been saved, and civilization materially 
advanced. Wherever we turn, whether it be to the history of 
nations, autocrats, conquerors, statesmen, or great captains 
of industry, over-reaching is a malignant and persistent cause 
of failure. The oppression which an English king displayed, 
and which was but a form of over-reaching, was responsible 
for the independence and the creation of the United States of 
America, and in the history of your nation is found the greatest 
romance of development in all of its forms which has been re- 
vealed since the dawn of history. 

Great wealth and great power carry with them increas- 
ingly grave responabilities. They also expose the recipient to 
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the dangers of pride, vainglory, arrogance and ruthlessness. 

Let us examine a little that which you all may know — ^the 
growth and development of the United States and its marvelous 
accessions in wealth and importance, together with its progress 
from a small beginning one hxmdred and fifty years ago to the 
present time during which period the people of this nation have 
achieved a position of opulence and influence that surpasses that 
of any other country. Let us paint this picture in some detail 
that we may have a little clearer perspective. 

When the thirteen original colonies formed the confedera- 
tion which is now known as the United States of America, there 
was no development west of the Allegheny Mountains, and what 
little there existed was found chiefly in the states bordering on 
the Atlantic Ocean. But, however small that beginning may 
have been, it was great and magnificent in the foundation which 
was laid by the early fathers of confederation who, in the Dec- 
laration of Independence and in the Constitution of the United 
States, laid down principles which throu^ greatly changing 
circumstances have successfully weathered storms and trials, 
have reasonably met every emergency, and stand to-day secure 
and firm as a basis upon which tiie edifice of the United 
States as we find it to-day was builded. It is doubtful if any 
group of statesmen in the history of the world ever developed 
with such extraordinary sagacity a theory of government which 
has so successfully withstood all tempests and so readily 
adapted itself to changing conditions without destruction or 
even material alteration. However hi^ those statesmen and 
patriots may have written their names in history, I doubt if we 
of to-day fully realize how splendidly their task was performed, 
or how soundly they built ; and I think it may be said, without 
fear of contradiction, that the development of the United States 
may be attributed very largely to the finest example of state- 
craft which the world has seen. Painfully, laboriously, but 
steadily, this republic pursued its way until it fotmd its very 
foimdations rocked by the disaster of a dvil war which might 
well have wrecked an older and more secure state. But again 
the foundation stood firm, and after the dose of that war, how- 
ever much the edifice may have been shaken, the real progress 
and development of the nation commenced. 
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In i 860 the population of the United States, in round figures, 
was thirty-one millions : in 1925 it was one hundred and thirteen 
and a half millions. 

In i860, the gold coin and bullion in the vaults of the treas- 
ury, banks and agents, was represented by two himdred and 
fourteen million dollars; in 1925 it was four billion, three hun- 
dred and eighty-six millions. 

In i860 savings bank deposits amounted to one hundred and 
forty-nine millions, two hundred and seventy-eight thousand 
dollars, but in 1925 this had grown to nine billions, sixty-five 
millions. 

Exports and imports together in 1890 amounted to one bil- 
lion, six hundred and forty-seven million dollars. In thirty- 
five years this figure had increased to nine billion, one hun- 
dred and thirty-five millions. 

The yearly average production of pig iron (the basis of the 
iron and steel business) from 1871 to 1875 was about two mil- 
lion, two hxmdred and forty-eight thousand tons per annum. 
In 1925 it reached the enormous figure of thirty-six million, 
seven hundred thousand tons. 

The wealth per capita in i860 was five hundred and four- 
teen dollars: in 1922 it had risen to nearly three thousand 
dollars. 

And so one might multiply figure after figure in every branch 
of industrial, banking and commercial activity with the same 
result: — ^marvelous and romantic progress, the like of which 
the world has never seen. Truly a source of great pride and 
much gratification to those who live in this land blessed by 
Providence and, like Canaan of old, overflowing with milk and 
honey. 

But all of this stupendous development has had within it 
many examples of over-reaching, and perhaps its absence would 
have been too much to expect. More than one great amalga- 
mation of capital in the industrial field felt the lash of govern- 
ment regulation and the necessary curbs which public safety 
demanded. Many employers of labor forced the formation of 
trade unions by oppressive policies. Many financial failures 
were provoked by over-reaching, excited by opulence and power. 
Fortunately a fine foundation, the good sense of the people, 
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and the enormous resources of the country carried the nation 
safely through all storms. 

How many railwa3rs struggled to relieve themselves of re- 
bates! How many small competitors fell prey to amalgama- 
tions with at least predatory habits! Happily times have 
changed: the game may be the same but the rules are differ- 
ent. I well remember a small and perhaps trifling example of 
the methods of bygone da}^ when as an inexperienced divi- 
sional superintendent I was once summoned to the presence 
of the executive of a considerable industrial combination and 
flatly told that unless my company produced for him forth- 
with an aimual pass not a pound of his freight would we get. 
Inexperience is often a source of courage, and I promptly told 
him, in words as polite as I could muster, where he could go. 
A most unwise and I dare say indiscreet thing to have done, 
but I merely gave way to the lure of battle to which youth often 
falls a prey. We did lose the business, but only for a short 
time, as service and necessity brought most of it back. Such 
episodes are fortunately not common in these times, but it 
illustrates the change. 

There are many great industrial and banking institutions in 
this country which, by justice and tolerance, are contributing 
abundantly towards the progress and the upbuilding of the na- 
tion. To single out one is perhaps unfair, but, at the risk of 
being invidious, those who are engaged in industrial activities 
in this country may well be proud of the fine and sound policies 
which have characterized the corporation whose name is 
synonymous with one of your greatest industries — ^that of steel 
production. Many were those who regarded the financial struc- 
ture of that organization with suspicion, and few were they 
who ever believed that its common stock would occupy the posi- 
tion in the financial mart that it does to-day. But tolerance 
and fairmindedness to competitors, just and fair dealing with 
all, together with a fine technical administration have made 
the history of that corporation one of the great achieve- 
ments of modem industrial times. This was a splendid exam- 
ple of the sagacity which acts as a deterrent to over-reach- 
ing. 

In the development of the United States, there has been no 
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greater contribution than that rendered by the railway in- 
dustry. 

Transportation is the first essential link in the chain of com- 
merce and the marketing of commodities. The movement of 
persons and goods within the frontiers of a state and from na- 
tion to nation marks the progress of civilization, and those 
states which have developed an adequate system of transport 
have correspondingly increased in wealth and power. Restric- 
tion of intercourse in primitive days and a refusal to maintain 
communication with the outer world were the fundamental char- 
acteristics of the savage. Truly the philosopher has written, 
“Let us travel over the coimtries of the earth. Wherever there 
is no facility for passing from town to city or from village to 
hamlet, there we may pronounce the people to be barbarians.” 
Of necessity a means of transport had to precede the succes- 
sive stages in the development of this nation. Well was it 
done — courageous in conception, wise in administration, and 
to-day the railways of the North American Continent (for I 
venture to include with those of the United States the trans- 
portation system of Canada) stand equal, if not superior, to the 
transportation systems in any other part of the world. 

But these arteries of commerce, which are so essential for 
the existence of the manufacturer, are confronted with grave 
and anxious problems. No doubt in their development they 
have made mistakes — and what industry has not? — ^but when 
it is all said and done, and irrespective of periods of short- 
comings, the railways of the United States have carried suc- 
cessfully that burden of a stupendously increasing traffic which 
resulted from the unparalleled development of the country, and 
in this respect they are entitled to the S3nnpathetic considera- 
tion of those they serve. 

The tendency of wages is constantly upward: the movement 
of rates is continuously downward. This is necessarily un- 
avoidable and to be expected because the constantly improving 
standard of living demands an increasing return to the worker, 
and the law of increasing returns permits, within reason, a re- 
duction in tr 2 insportation tolls. But neither must proceed faster 
than the maintenance of a sound economic balance permits. 
Generally speaking, your railways are in a pro^rous condi- 
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tion, and a measure of this prosperity must be charged to the 
fidelity, enterprise, and efficiency of railway administrators. 
Certain things have come about which, while wise in them- 
selves, have rendered more difficult the maintenance of railway 
solvency. Federal and state regulation, while essential for pub- 
lic protection, must not reach the point of adding unnecessary 
and burdensome expense to the railways. The construction of 
the Panama Canal, in itself a fine achievement and one which 
has contributed much to the economic improvement of the 
country, has brought in its train problems for the railways. It 
has changed the movement of traffic, it has placed limits on the 
earning power certainly of the western railways, and has gen- 
erally produced an effect which merits a sympathetic considera- 
tion of the railway position. 

One of the principles of the Constitution of the United States, 
and perhaps economically the most important, is prohibition of 
confiscation without due compensation. Confiscation often ap- 
pears in disguise. It frequently appears in other forms than 
^^porch climbing and second story work.’’ If this principle of 
the Constitution means anything it should certainly deter the 
Government from such legislative enactments and economic 
changes as destroy or seriously affect the earning power of any 
enterprise created legitimately and in conformity with pre- 
viously existing statutes. The opening of the Panama Canal 
has materially affected the earning power of international rail- 
way systems. Its construction was wise and in the interests of 
public welfare, but at least a moral responsibility rests upon the 
nation to see to it that that useful implement of commerce was 
not constructed in violation of the fundamentals of the Consti- 
tution and those hi^ moral principles whidi should inspire 
every nation in all its dealings. In all of its various forms and 
disguises, confiscation is a luring form of sport, especially to 
those who benefit therefrom, but he who benefits to-day may 
suffer to-morrow. The acts of a nation should furnish a sound 
example, and a high standard of morals and tolerance on the 
part of the citizens cannot be expected unless the Government 
itself pursues equally high principles. i 

I have, I hope, at least led you to believe that the interests 
of those who produce and the interests of those who transport 
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are identical. It may be said that there are three cardinal 
principles essential to the existence of any railway as a private 
enterprise : — 

First — ^It must maintain solvency and meet its fina n cia l obli- 
gations ; 

Second — It must furnish adequate transportation to the pub- 
lic at such rates as will permit the development of the com- 
munity ; 

Third — ^It must pay to its employees that wage whidi, under 
reasonable working conditions, will permit them to live in de- 
cency, comfort, and under sanitary conditions, and to educate 
and bring up their children as self-respecting members of so- 
ciety. 

A material departure from any of these three principles of 
privately-owned railway systems will probably excite a demand 
for state ownership, and a departure from all three will, in 
time, inevitably produce that result. So far as the performance 
of its public responsibilities and the life of the community are 
concerned, solvency is perhaps the least important of the three, 
but in so far as the hastening of state ownership is concerned, it 
is probably the most important. 

I am not here to argue for or against the nationalization of 
transport systems. We have, in Canada, two major railway 
companies, one of which is state-owned and the other privately- 
owned. Both are getting on quite comfortably and happily 
in friendly relationship. Both are reasonably meeting their 
responsibilities to the public. The creation of a state-owned 
railway in Canada was due to circumstances rather than to the 
acceptance of a theory. Its success or failure will furnish no 
compass to guide the American people. It is for you to decide, 
from such experience as you may have had and such conditions 
as may confront you in the future, whether or not you wish to 
nationalize your railway systems. I have but this to say: that 
if the earning power of your railways, given an efficient and 
honest administration, is so depleted as to create insolvency, 
public ownership is inevitable, and therein is found a principle 
which should determine the policy of the public with respect to 
both rates and wages. 

Such an address as this is of but small value unless it carries 
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•with it at least the suggestion of some useful principle and 
some guiding policy. I have endeavored to acquaint you with 
some of the dangers which threaten nations, groups and individ- 
uals achieving opulence and power, and I have pointed out that 
the more complete these achievements become, the greater the 
responsibilities, lest destruction ensue. In tibese days when 
great political and social forces are working rapid changes in 
our habit of life and our vie'wpoint, nothing is so essential on 
the part of the individual, the community, and the nation as that 
poise which springs from knowledge — ^the knowledge of man- 
kind, the knowledge of limitations, the recognition of humility. 
The more one studies, the less one finds the store of indi-vidual 
knowledge to be. The more tolerant one becomes the more 
clearly one recognizes the rights of others and the less does one 
fall a prey to over-reaching. As is the citizen, so is the state. 
Hie principles which determine the daily conduct of indmduals 
and their enterprises are also the principles which -will deter- 
mine the policies of the state. 

The people of the United States hold in their hands, to a 
large degree, the welfare of many other nations and the safety 
of civilization. Your statesmen, yomr bankers, your industrial 
executives, and the people at large are the responsible custo- 
dians of the policies of the nation. Your greatest menace is 
your wealth. Only by tolerance in your national and interna- 
tional relations, only by that poise which comes from education 
and a knowledge of mankind, and only by that humility which 
fin ds its source in wisdom, will you be faithful to your re- 
sponsibilities and restore the march of civilization wliich but 
lately has been retarded by that greatest of all disasters, the 
Great War. 
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FRANK ARTHUR VANDERTIP 

THE ALLIED DEBT TO THE UNITED STATES 

AN EFFECTIVE PLAN FOR ITS PAYMENT 

Frank Arthur Vanderlip was bom in Aurora, 111., in 1864. After 
studying at the University of Illinois and the University of 
Chicago, he became a newspaper reporter and editor and later 
private secretary to Lyman J. Gage, Secretary of the Treasury. 
After serving 1897-1901, as Asst. Secretary of the Treasury, 
he became vice-president, later president of the National City 
Bank of N. Y. and a director and trustee of many financi al 
and industrial corporations. For many years Mr. Vanderlip has 
been greatly interested in the commercial relations between this 
country and the rest of the world. His volume, “The American 
Commercial Invasion of Europe,” was published seven years 
before the War, and after a visit to Japan in 1920 he wrote 
various articles on Japanese and American relations. Few men 
are more thoroughly informed than he on national aspects of 
finance and commerce. This address was delivered before the 
Economic Club of New York, in October, 1921. 

TfeE Great War increased the internal debts of the European 
belligerents from $17,000,000,000 to $155,000,000,000, a nine- 
fold increase. The external debts of these countries, which 
before the War were insignificant, are now in excess of 
$25,000,000,000. 

[After discussing the difficulties in the way of paying or can- 
celing or readjusting the debts to us, Mr. Vanderlip then pro- 
posed his novel and interesting solution.] 

The paradox then persists. I would have the Allies acknowl- 
edge the justice of the debt, and would insist upon its pa3rment ; 
and at the same time I would recognize that its payment in 
goods would bring about such confusion in our domestic affairs 
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that we will be more harmed by its receipt than we will be to 
forego it. 

What then shall be done? Is there some way in which the 
integrity of national promises may be kept, some way in which 
our faith in national obligations may be left imshaken, some 
plan under which our future international relationships may 
not be darkened by repudiation? Can we, while accomplishing 
those objects, at the same time avoid the consequences on the 
one hand of ruining our debtors, and the danger on the other 
hand of ruining ourselves? 

All that is possible. America can, if she will, shrewdly choose 
the road out of this difficulty. Such a road would, I believe, 
lead to greater material gain for civilization in general, while 
for America it will lead to a great moral and vast material gain. 

For America it will mean the most substantial material ad- 
vantage that has ever flowed from any single political act. 
More important than the material 'gain— however immeasur- 
ably great that would be — ^there would be spiritual gain which 
woxild give us a moral leadership so far-reaching that the re- 
sponsibility of it should make us humble rather than vain- 
glorious. 

I repeat that I wotdd demand the full acknowledgment of 
this debt. It is a just debt, and ought, if possible, to be paid. 

Next, I would want America to be both an intelligent and 
lenient creditor. Terms of payment ought to be adapted to the 
means of our debtors. In that respect we should take the action 
of the Allies in fixing the terms of the indemnity as an example 
to be avoided rather than followed. 

The crux of my plan would lie in the disposition of the pay- 
ments. 

I would have America make a beau geste, a grand gesture, in 
international relationships. While demanding that the payment 
be made, I would have America say that she is prepared for the 
present to forego the receipt of it. That is how the consequences 
of the paradox may be avoided. 

What, then, shdl we do with it? I would like to see every 
dollar that can ever be paid to us by our debtors for years to 
come devoted to the rehabilitation of European civilization. It 
is only through the rehabilitation of European civilization that 
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these debts can ever conceivably be paid. It is only through 
the rehabilitation of European civilization that America can 
ever conceivably realize in full measure her destiny, or can ex- 
pect a full measme of prosperity for her people. 

What do I mean by this generalization about the rehabilita- 
tion of European civilization ? Why do I believe that America 
has the special wisdom which will warrant her undertaking 
such a work, whatever it is? Why, if Europe is indirectly to 
pay the bill herself, should she not be left alone to handle in 
her own wisdom the problem of reconstructing European civili- 
zation? 

Let us examine these questions. By imdertaking to rehabili- 
tate European civilization I mean, in the first instance, that I 
would bring a spirit into the affairs of distressed Europe which 
would promise a revival of hope, a renewal of courage, a stimu- 
lation of industry. 

There is to-day a pall of csmicism, of national hatred, and 
of disbelief in the sincerity of friend and foe alike, which makes 
the start towards rehabilitation almost impossible. 

Towards the close of the War, President Wilson put into 
words of high spiritual meaning the very essence of the best 
of American aspirations of peace. His words influenced all 
Eiuope with a passionate hopefulness that there had come 
into the world of international relationships a new note of fair- 
ness and good will. Such a wave of idealism swept through 
the common people of Europe as had never before been wit- 
nessed in all history. 

Those ideals were hopelessly crushed at Paris. Not one of 
them remained when the treaties were written, and Europe fell 
back into something far worse than its old-time cynicism. The 
voice of America, uttering beautiful doctrines of brotherhood, 
through its Chief Magistrate, sounded to Europe like a sacred 
gospel ; and then America, along with her associates, abandoned 
that gospel. Hope turned into despair, belief into cynicism, 
and faith was burned up in new fires of racial hatreds. It is a 
commonplace to say that the greatest opportunity to benefit 
hmnanity that ever came to any man lay at one moment in the 
hands of Woodrow Wilson. The opportunity passed. , Hopes 
were not realized. 
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To-day that same opportunity lies at the feet of America as 
a nation. Its fate no longer rests in the hands of one individual ; 
it is the responsibility of a whole people. Having in our hands 
the opportunity to do an incalculable service to mankind, it re- 
mains to be seen whether, as a nation, we will rise to that op- 
portunity, whether we will perform the service that is before 
us, or whether as a nation we too shall fail. 

Let us now soberly examine what it is that we might do. 

Large sections of Europe are backward, judged by our stand- 
ards. Backward though they may be, they are bursting with 
latent possibilities for development. A study of eastern Europe 
has aroused in my mind a vivid program. I believe a plan for 
the development of eastern Europe could be laid out which 
might well be compared to the vision our forefathers had when 
the latent possibilities of our great West were unfolded to their 
minds. 

I do not mean that eastern Europe is a wilderness. In oppor- 
tunity for development it is vastly richer than any wilderness. 
There is everything at hand there except education, economic 
organization, the application of enlightened methods to produc- 
tion, and the harmonizing of blind racial antagonisms. 

Everything the War has cost, ever3rthing an unwise peace is 
costing, can be recompensed, and beyond that a great economic 
margin created, if eastern Europe can be put in order, can be 
helped and led wisely to handle its own problems, if the peoples 
of eastern Europe can be made to comprehend their economic 
unity, if they can be brought to understand that in the welfare 
of all nations lies the highest prosperity of each. 

You may ask how can I soberly imagine that America can 
largely contribute towards that end, suppose she had in hand, 
and was ready to devote to such a purpose, the interest and 
principal of the allied debts? Great as that sum would be, 
it would, after all, be small compared to what Europe is already 
spending for government. How, then, is it likely that we could 
make much of an impression upon European civilization, even 
with such a sum wisely spent? 

Curiously, as governments are organized in this world and 
time, they Itod it impossible to make expenditures for those 
very objects which would be of the greatest possible value in 



392 FRANK ARTHUR VANDERLIP 

improving civilization. Moved as we axe, governed as we are, 
it is possible for nations to raise by taxation huge sums, pro- 
vided those sums are devoted to certain purposes. Without 
much grumbling a nation will tax itself to build at frequent 
intervals a $40,000,000 battleship. It will tax itself to sup- 
port a great army, to maintain a too numerous civil service. As 
a matter of course, European nations tax themselves vast sums 
to pay for the cost of past wars, and to provide against the pos- 
sibilities of future wars. 

While a nation will, with prodigal hands, spend money on 
those things which have furnished the chief items of national 
budgets for a thousand years, it will at the same time refrain 
from doing an endless number of things which, if done, would 
profoundly affect for the better the nation’s future, and pro- 
foundly influence for the better the course of civilization. 

Most of such admirable projects are now left to be worked 
out in a ptmy way by an occasional philanthropist, or, the more 
often, left altogether undone. Any one with wide experience 
and awakened imagination knows that it would be possible to 
make expenditures of a character now rarely, if ever, sanctioned 
by the taxpayers, the return upon which, in terms of the wel- 
fare of mankind, would be incalculably greater than is the 
return from most of the objects upon which government in- 
comes are lavished. 

It is to such a program that I would devote for many years 
every dollar we can get of this debt. 

I believe if the money was thus wisely expended, one of the 
restilts would be such marked economic improvement in Europe 
that in time every dollar of these debts could be paid. Al- 
though our claim would for a time have been expended with- 
out coming directly to us, the indirect result of the expenditure 
would many times over materially compensate us for the direct 
loss. It is now a claim we are never likely to realize or at least 
to realize in but small measme. If we would relinquish our 
claim to its receipt, if we would spend with purposes of 
high nobility what was paid us, we would indirectly get it 
all, and much more than all. Ultimately we would get it in 
fact. 

If such a program as is here indicated were undertaken I 
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would hope that little, if any, of the funds would be expended 
in strictly welfare work. The last thing we ought to do is to 
pauperize any one. There is still perhaps some welfare work 
that will have to be done, but in the main the expenditure 
should be made with great vision of the future, rather than as a 
palliative to ease the distress of the moment. 

There is a situation at present in Europe in which the old 
machinery of commerce, by means of which goods were inter- 
changed, and the life of Europe’s vast population made possible, 
is now so out of gear that a resumption of old commercial re- 
lationships promises at the very best to be but slowly bro ught 
about. Those old relationships must promptly be resumed, or 
much of what we call the civilization of Europe will perish. 
One of my first concerns would be to help to do that ; but help- 
ing to put in order the old machinery of commerce would not 
be enough, nor would that accomplishment be really the ulti- 
mate aim. 

A considerable part of what we received might well be used 
as a revolving fimd of credit. It could be loaned to nations 
to help them accomplish specific purposes, purposes which we 
had carefully analyzed and believed to be economically sound 
and for the general good, purposes which would accomplish 
substantial and permanent economic and social results. The 
funds so loaned could in time be repaid; if the purposes for 
which they had been used were economically soimd they could 
be repaid, without difficulty, and could then be similarly re- 
loaned over and over again, and ultimately paid back to us. 

Europe needs better transportation. We could help pro- 
vide it. Europe needs a great development of its ample hydro- 
electric power in order that it may have cheaper motive power, 
and may economize its far too small fuel supply. We could 
aid in initiating such projects. There are cities in eastern 
Europe that need better systems of sanitation. Such provision 
would be of great economic importance. We could give impetus 
to it. 

If time permitted, I would lay before you a much fuller ex- 
position of the possibilities of economic development. I would 
emphasiz e what might be done for Italy and Austria in develop- 
ing great hydro-electric possibilities. If we took only six 
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months’ interest, $250,000,000, and put it into hydro-electric 
development, taking in exchange a mortgage on that develop- 
ment, we should have provided in those two countries for a 
saving in coal imports which would materially help them bal- 
ance their foreign trade, and we would obtain for ourselves a 
sound security which would ultimately be repaid. 

Mark that there is no relation under this between the source 
of the receipt and the place of the expenditure. The debts are 
just debts, and should be paid. At that point our relations with 
the debtors cease. The expenditure of the money we receive 
would be made where and how we willed. Its expenditure 
would be our affair, not the affair of the debtors. 

Some part of what we received, however, would probably be 
spent without possibility of direct return. If such expenditures 
were wisely made, the indirect return would be enormous. 
There could be written a financial prospectus of what might 
be accomplished by the wise spending of $5,000,000 a year 
which would be the most fascinating financial document that 
was ever prepared. 

Admitting for the moment the possibility of devising a sound 
and wise plan for such expenditures in Europe, expenditures 
so well calculated that they would bring quickly the blossoms 
of promise, and later the fruit of fulfillment, to European civili- 
zation, you may still ask why do I think that America has the 
wisdom, the experience, the temperament, the freedom from un- 
wise political interference which would warrant the hope that 
we could, even with the best motives in the world, successfully 
conduct such a great experiment. 

A most impressive reason for believing this to be within the 
range of possibility can be pointed out. It is the work Ameri- 
cans have done, and are doing in Europe. I have seen some- 
thing of that work this year. I have studied with care in many 
countries the administrative ability which our countr3Tnen are 
showing, and I have rarely seen anything that made me prouder 
of being an American. 

I know something of the work which the American Relief 
Administration, operated under Mr. Hoover’s direction, accom- 
plished. I have met many of the men who are doing that 
work. It is a small staff, but it is made up of as capable a 
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group of vigorous, efficient and high-minded men as were ever 
brought together for a common purpose. 

While the work which has been done by a number of Ameri- 
can organizations, such as the Red Cross, the Y. M. C. A., the 
Quakers and the Near East Relief is a quite different work from 
that which I would hope to see undertaken under this pro- 
gram, the character of management of these organizations, the 
ability which they have displayed in working with foreign 
people and training them to a large degree of self-helpfulness 
leads me to have great confidence in the American genius for 
work in foreign fields. I would not, by any means, have the 
work which these organizations have been doing duplicated 
under this program, but I would feel confident that the type of 
work which I have in mind could be accomplidied with as signal 
success as has been the other type of work which Americans 
have been doing in Europe. 

I have had the opportunity to observe also in the Near East 
a work which has extended over a far longer period than the 
American Relief Administration. It is a work less picturesque 
than that done by some of the American organizations work- 
ing in Europe, but it has had the advantage of time to prove its 
soimdness. I refer to the results accomplished by such institu- 
tions as Robert College and the Woman’s College at Constanti- 
nople, as well as to the general educational activities of various 
American religious groups — ^activities, I may add, that have 
risen far above a desire for religious proselyting, activities in 
which men and women have whole-heartedly given themselves 
to service, and have had for their aim the soimd building up 
of human character, and have been very little hampered by ef- 
forts to propagate doctrinal beliefs. 

No one can travel through the Near East and meet the men 
who are to-day responsible for the administration of affairs with- 
out in the first place being impressed by the number of sudi 
men who are graduates of Robert College; and then further 
being enormously impressed with the profound influence which 
the training in such a college of a comparatively few men has 
accomplished in the political and social life of the Near East. 
It is no overdrawn statement to say that the most potent 
suigle influence for good in near Eastern affairs can be directly 
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traced to the invigorating spirit of sound manhood which has 
emanated from Robert College. I saw evidences of this in 
every country in the Balkans. 

It may be answered that such influence has not yet brought 
about a millennium, and that is true ; but it has certainly saved 
millions of people from immeasurably more unhappy conditions 
than those which they have actually encountered. 

If I single out Robert College it is only because I saw more 
first-hand evidence of its influence. In its way Constantinople 
College has performed the same sort of service, and I have no 
doubt that other American institutions of learning — ^and there' 
are some thirty now— have had considerable careers of useful- 
ness. 

All the way from the Baltic to the Black Sea, in Poland, 
Czecho-Slovakia, Hungary, Jugo-Slavia, Bulgaria and Turkey, 
there is a newly awakened passion for education. Men are 
coming to see that democracy can survive only if there are 
soundly educated leaders. A work of helpfulness and stimula- 
tion can be accomplished in education; a work which will re- 
ceive enthusiastic support from these various nations. They 
would cheerftilly accept high-minded direction. Such a work 
would cost, in the light of figures we are now dealing with, 
but a trivial sum. It will profoimdly influence the future course 
of civilization in Europe, and the future welfare of the world. 

I do not believe this is an impractical dream, but rather 
that it is a most materially practical project. The fruit of it 
would come to quick maturity. Lessons of mutual racial respect 
and considerations are being learned in the schools, colleges and 
universities where numerous races, born to blind antagonism, 
are being educated side by side. Multiply the opportunity to 
learn such lessons and a profound influence towards softening 
the world-old hatreds of Europe will be set in motion. 

Believing, as I profoundly believe, that the real fundamental 
solution of Europe’s difficulties is a spiritual one, believing that 
with a continuance of these blind racial hatreds peoples must 
economically perish, I am convinced that to multiply such insti- 
tutions as Robert College, and other equally efficient institu- 
tions with similar aims, would be a great and fimdamental step 
in the regeneration of Europe. I believe too that America has 
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men of the high purpose and broad vision which will make 
them sound leaders for such a movement. I am confident that 
enough work of this sort has already been done to create a 
prestige for America which will make a larger effort of this char- 
acter a welcome one. 

We would not have to carry it on single-handed; we would 
only need to start, organize and direct. The means for the 
enlargement of its scope and the adaptation of its growth to 
the national genius of the different countries would come from 
local sources, and in most of these countries there wotild 
arise at once generous springs of local self-helpfulness. 

All this is not merely a spiritual ideal, although spiritual 
ideals are, after all, the granite rocks upon which material well- 
being is built. I can see the quick economic response that these 
countries will make to influences of this diaracter. 

The effect of the program I have in mind would not be con- 
fined to eastern Europe. The restoration of the economic sta- 
bility of such coimtries as England, the restoration of the eco- 
nomic stability of all those countries that have become so highly 
industrialized that they must sell the products of their labor 
in the form of manufactured goods to obtain the food upon 
which their existence depends, lies outside of themselves. If 
they are to continue to live with their present numbers, they 
must have solvent steady customers for their goods. No greater 
service could be done those countries nor America than to help 
build up into economic soimdness the customer nations which 
are to-day stagnating because of mental and economic back- 
wardness and racial hatreds. If markets were opened, industrial 
nations which are now facing starvation would quickly be able 
to render a service to world society, against which the world 
will provide them with ample food. 

Let us look at the matter from another angle, the angle of 
food production. No one who has traveled in eastern Europe 
with open eyes can avoid the impression of tremendous latent 
agricultural possibilities. Take the illimitable grain fields of 
Roumania and South Russia, for example. 'Ihere is no better 
land in the world. 

These wonderful grain fields of South Russia, now plowed in 
a way that but scratches the surface by the diminutive ponies, 
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which in the main compose the working farm animal popnla 
tion, produce on an average six bushels of wheat to the acrfe« 
Intelligent instruction, better seed and better breeds of farm 
animals, the introduction of modern machinery and an arrange- 
ment by which small holdings are united under cooperative as- 
sociations so that the full benefit of motor driven farm machin- 
ery can be realized, will easily result in producing three times 
their pre-war product. A work can be done in educating the 
peasants of eastern Europe to better agricultural methods, 
which will compensate most of the losses of the war ; to do that 
will require only a little capital, and a large amount of high- 
minded, unselfish service. Such an imdertaking as I propose 
could readily accomplish that. 

Is this a plan that would build up difficult competition for 
our own farmers? Not at all. It is a plan which would help 
feed a Europe which may otherwise be but partially fed, and 
help restore to Europe the economic power which will make 
her a greater customer of America than she has ever been be- 
fore. 

I would not plan to take from England, France, and Italy the 
last dollar that could be forced from them to pay their debt to 
us, and then spend it all in eastern Europe — great as the in- 
direct recompense of such an expenditure would be in bene- 
fiting those western nations. On the other hand, I would not 
presume to impose our ideas of culture upon those already 
highly cultivated nations. So far as they were ready to accept 
grants for purposes for which they are, for the time being at 
least, incapable of providing by direct taxation, purposes that 
they themselves would recognize will work out for their ulti- 
mate great benefit, I would let a portion of the money they 
paid us be expended within their own borders. 

I would propose to England the establishment of great scien- 
tific laboratories. With her genius for sound scientific research 
she would, through a stimulation of technical education and 
scientific investigation, give to the world new knowledge of 
incalculable value. 

I would give to Italy, if she agreed to have it, the means for 
establishing great schools of applied art, so that the tremendous 
genius for handcraft which the Italian possesses may be turned 
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into channels which will produce goods to enrich the world. 

I admit that it would be more difficult to plan such contribu- 
tions for France. I have memories of service as a Director of 
the Society for Aiding French Orphans. France rests in the 
belief — ^and with no small amount of sound reason — ^that her 
culture is already so perfect that she would not accept such 
espenditure if it came with a touch of American direction. In 
that field we ought to proceed with caution and modesty and 
good taste; but even France might agree that some of the 
money she paid us could, in turn, be expended upon objects in 
France that would work out for the benefit of mankin d. 

I would not make the expenditure on such a program as I 
am trying to outline wholly a matter of American direction. 
Remember there must be no relation between the payment of 
the debts and the expenditure. The debts are just and should 
be paid. But I would draw upon the culture, the training, the 
special knowledge, the high purpose of the best of Europeans 
to aid in formulating the program and in administering it, al- 
ways keeping the control of the situation, however, in our own 
hands, for it would be our money that was being expended. 

How to administer such a trust as I am suggesting would 
form a chapter too long to include in this outline. Perhaps I 
can visualize what I have in mind in regard to administration 
in a sentence. If the administration of the whole project of 
expenditure were placed in the hands of a commission, headed 
by Herbert Hoover, I think we could all safely go about our 
domestic affairs and find nothing but satisfaction as we read the 
report of the work. 

Our history is not wholly devoid of adventures in altruism. 
When, after the Boxer Uprising, America in common with sev- 
eral European nations was, somewhat to America’s embarrass- 
ment, awarded an indemnity of some $20,000,000, we promptly 
declared that while it was probably just that China diould pay 
us that indemnity we did not propose to receive it for our own 
enrichment. So we have in all the years since devoted the pay- 
ments on account of that indemnity to the education of Chinese 
students in American i n stitutions. The result of that magnani- 
mous act was to give America a prestige in China such as no 
other nation enjoyed. That prestige would have been trans- 
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lated directly into commercial profits had not the Government 
of rihinfl fallen upon such evil days, and had not the commer- 
cial opening of China, which some day will be a certainty, been 
for the time delayed. 

I should have no hesitation in arguing the merits of this plan 
with the coldest of American materialists. All I would ask is 
that such a man have imagination enough to look ahead a few 
years for results. Never was there a greater fallacy than to 
say there are no friendships in business. The very warp and 
woof of business is friendship, confidence, mutual trust, belief 
in honest and not too selfish purposes. 

To the mind that hesitates over such a project as this I would 
like to put a question. If this plan is not acceptable, what plan 
then would you propose? To insist upon the payment, and 
fully to accept all the pa3mient that we cotdd force our debtors 
to make, would certainly result in two things: In the first 
place, we will get very little ; in the next place, we will create 
a general European atmosphere of antagonism. 

The debtor never loves the creditor. If the debtor is seri- 
ously impoverished, if the creditor is rich and powerful, if there 
are circumstances concerning the debt which permit the debtor 
to argue, to his own satisfaction at least, that there are pallia- 
tive circumstances which throw doubt on the full validity of the 
debt, the relations between debtor and creditor must necessarily 
become strained. 

Under the plan here proposed, it seems to me that the sting of 
our insistence would be taken away even from the minds of 
those who see with the least clearness their moral obligation. 

If we convert the debt due us into a debt due to humanity 
the whole world will want to see it paid. Each national neigh- 
bor of our debtors will be even more insistent than we that the 
obligation be discharged, because each will have hopes of im- 
proving its own situation with the aid of some of the funds so 
realized. World sentiment would be favorable to this debt be- 
ing paid if the purposes to which the accounts were to be de- 
voted were clearly seen to be wise and sound ptuposes for Euro- 
pean regeneration. 

We need not make an irrevocable decision when we embark 
on this program. For a good many years, I believe, it would 
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be wise for us to devote all we receive to such purposes as I have 
suggested. It is entirely probable, however, that there would 
come such economic restoration that in the end a considerable 
part, conceivably nearly all, of the principal might be paid to 
us. Interest money that we loaned and reloaned for economic 
development would be converted from the original obligation 
of the Allies to obligations representing material properties 
whidi we created, and probably backed by the obligations of 
the governments of those countries where this economic de- 
velopment took place. The time might come when we would 
cease to make these sums revolving credits for European eco- 
nomic development, because there really would not be further 
need for us to do so. Then the money would come back to us. 

I am firmly convinced that in the great catastrophe the War 
has brought there has been created an opportunity which could 
never otherwise have arisen. Tlie obstacles whidi have arisen 
in the path of European dvilization can be turned into stepping- 
stones leading to a position vastly better than an}dhing Europe 
has ever known. Ilie War has made a great awakening in mil- 
lions of dormant minds. It is possible that newly awakened 
impulses, if they can only be harnessed up to the machinery of 
production and distribution, can result in a great actual im- 
provement of dvilization. That awakening, those impulses, 
are now disconnected from any madiinery of commerce, and 
they may all be lost in a decaying dvilization. We can help 
turn them to account. The possibilities that there are in sodety 
for realizing better conditions for all humanity are undreamed 
of. The opportunity has arisen to make those possibilities reali- 
ties. 

If we insist to the letter upon our claim, our daim will in 
all probability never be met. If we insist upon it selfishly, we 
realize in hatreds but not in cash. If we are generous, and 
wisely generous, those claims can all be paid, and I believe will 
all be paid, and the good we do with them will mean more to us 
materially than anything we would conceivably be parting with. 

For whosoever will save his life shall lose if; but whosoever 
shall lose his life for My sake and the GospeVs, the same shall 
save it. 



CHARLES RICHARD VAN HISE 

GOVERNMENT REGULATION 

Dr. Van Rise (bom 1857, died 1918), president of the University 
of Wisconsin from 1903 until his death, was an eminent geologist, 
a leader in many progressive movements, and an authoritative 
speaker and writer on Conservation and other economic subjects. 
This address, here abridged, was given at the Twenty-first Meet- 
ing of the Economic Club held at the Hotel Astor, November 1, 
1912. 

Ladies and Gentlemen : — ^It is with great pleasure that I find 
myself able to agree with much that Mr. Brandeis has said. 
Indeed, with his fundamental thesis that there should not be 
monopoly in this country, I coincide fully. The question be- 
fore us, as stated in the program, is “Regulation of Competi- 
tion versus Regulation of Monopoly.” So far as I know, Mr. 
Brandeis was the one to whom this phrase is due. The phrase 
was indeed a stroke of genius, in that it struck popular fancy 
and was accepted as a correct statement of the trust problem. 
The alternative presented naturally led the people to turn to- 
ward regulated competition. However, I hold that no such 
necessary alternative is before us at the present time. There 
are other solutions of the question of the trusts than regulated 
competition or regulated monopoly. The scientific mind de- 
mands not simply that two of the various possible solutions be 
considered, but that all be taken into account, and the best one 
among them selected. [Applause.] 

Thus far in the discussion this evening, magnitude and mo- 
nopoly in industry have been treated as synon3Tnous terms. 
They are not ssmonymous terms. Monopoly has a well-defined 
meaning in law, as you know, and it is that meaning which 
diould be assigned to this term in a discussion before an eco- 
nomic club. There may be a great magnitude in a business, 
and not monopoly. Indeed, it is believed that by far the greater 
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number of large organizations fall short of monopoly; but it 
has been tacitly assumed that all are monopolies. That is a 
thing to be proved with regard to any one of them of which it 
is asserted. Only if we assume that all of the great concentra- 
tions of industry are monopolies, does the statement of the 
question as ^^regulated competition versus regulated monopoly^^ 
correspond with the problem. 

It is generally agreed that concentration of industry up to 
a certain point is necessary in order to give efficiency. It would 
not be held by anyone, I imagine, that we should return to the 
situation of fifty or sixty years ago, in ^vhich industry was 
minutely subdivided, in which there were few organizations of 
large size, and very numerous minor organizations scattered all 
over the country. Do any here believe that we shall ever re- 
turn from the great flour mill to the cross-roads grist mill? It 
is impossible. This illustration and many others which could 
be mentioned show that some degree of concentration is allow- 
able. The practical question is, what degree of concentration 
is permissible and advantageous, not only for economy in pro- 
duction, but for the advantage of the people at large. It is, 
therefore, clear that it does not meet the question which con- 
fronts us in regard to the so-called trusts to assume that all of 
the concentrations of industry are monopolies. If we can make 
that assumption and place it as the foundation stone of our 
argument, it is easy to win approval of the idea of regulated 
competition. 

Monopoly has never been recognized in this country by com- 
mon law, nor by statute law; neither has it ever been so recog- 
nized in England. Cooperation in industry, both by combina- 
tions and by contracts, has been recognized by the laws of both 
countries. The distinction is fundamental. In England, in the 
middle ages, both common and statute laws were very stringent 
against combinations and contracts in restraint of trade. But 
Parliament more than sixty years ago wiped out all the stat- 
utes against such combinations and contracts, provided they 
were not monopolies, contrary to public policy, or immoral; 
and, of course, immoral refers to those practices which have 
been mentioned as objectionable by Mr. Brandeis, and which we 
all agree should be prohibited. 
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Also in this country in colonial days the laws were very strict 
against combinations and contracts in restraint of trade. But 
here again there was a gradual amelioration of the laws, until 
cooperation was permitted along many lines, including division 
of territory, limitation of output, and even fixing of prices ; pro- 
vided always that, as a result of the cooperation, the combina- 
tions did not result in monopoly, were not general, were not im- 
moral, and were not contrary to public policy. 

Thus we see that the law in regard to combinations and con- 
tracts in restraint of trade went through a similar evolution in 
this country and in England, and that the laws finally became 
very liberal. In other coimtries than England and America 
the laws in regard to cooperation are also liberal. By gradual 
development the principle has been reached for most civilized 
nations that freedom in trade means freedom to combine as 
well as freedom to compete. This was the situation in this 
country also when in 1890 the Sherman Law was enacted, and 
immediately the wheels, so far as combination was concerned, 
were turned back to the conditions of the Middle Ages. All 
combinations and contracts in restraint of trade were pro- 
hibited, and this applied to the latter even if limited in extent 
or confined in time. This national legislation led to an in- 
fluenza of similar legislation in the states, and within a few 
years more than thirty states had passed statutes against com- 
binations and contracts in restraint of trade, many of them 
even more drastic than the Sherman Law. 


But I must proceed to the constructive side of the question 
before us, in the few minutes that remain to me. My proposal, 
gentlemen, is neither regulated competition, nor regulated mo- 
nopoly, but freedom in competition, prohibition of monopoly, 
permission for cooperation, and regulation of the latter. It has 
been proposed that the concentrations in industry should be so 
divided that no one corporation shall have more than fifty per 
cent of any business. That is Mr. Bryan’s suggestion. In the 
case of the Stanley bill the presumption of the violation of 
the Sherman Law is against a corporation having more than 
thirty per cent; this is understood to be Mr. Brandeis’s sug- 
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gestion ; at least it agrees with the percentage he has mentioned 
in this connection. 

Now, it makes no difference, whether the great combinations 
are broken up so that no one has more than fifty per cent or 
thirty per cent of a line of business, or so that there are ten 
with ten per cent, or twenty with five per cent. The demon- 
stration of this lies in the fact already cited, that thousands of 
fanners may cooperate in marketing their products, Just as per- 
fectly as do the five great manufacturers of steel. TTiis they do 
in various parts of the country for fruit, for cotton and for 
other products. Some of the smarter state legislatures appre- 
date this situation, and in order to prevent the farmers from 
being hit by their anti-trust laws exempted the products of the 
lands so long as in the hands of the producers. This was true 
for Texas, Louisiana, Illinois, and South Dakota. You see 
the farmers have so many votes that they have to be dealt with 
gently when they form a trust. [Laughter.] 

But naturally the United States courts declared these features 
tmconstitutiond, as being special legislation, and not giving 
equal protection under the laws. I venture to predict that it 
will not be so popular a political game to shout, “Bust the 
trusts” when the farmers xmderstand that their trusts are also 
to be “busted.” 

Therefore, I believe, we shall ultimately permit cooperation. 
If we, however, retain freedom of competition, permit concen- 
tration sufficient to give efficiency, allow reasonable cooperation, 
and prevent monopoly, this will require regulation Just as it has 
been necessary to regulate the railroads. This done, the Sher- 
man Law will be forgotten. 

Has there been any prosecution of the railroads for viola- 
tions of the Sherman Act because of collusion in fixing rates? 
And yet every one of us here knows that they are Just as fla- 
grant violators of the Sherman Act as any other class of cor- 
porations in the United States. Are the frei^t rates the same 
for different roads between any two points? Are the passenger 
rates between New York and Chicago identical on all roads? 
Can you do better in price by traveling over the Pennsylvania 
than over the New York Central, or any other road? The 
rate is the same, provided the speed is the same. How docs it 



406 CHARLES RICHARD VAN HISE 

happen that the roads all got together? Just by Providence, 
I suppose. It was doubtless by the providential act that these 
rates were fixed identically upon all the roads, under the same 
conditions, all over the coimtry. [Laughter.] 

Why is it that nobody proposes to indict the railroads for 
collusion ? Simply for the reason that the rates which they can 
charge are controlled by commissions, national and state. No- 
body has any longer any wish to make them any further trouble, 
because the public is protected by its commissions. That is the 
sum of the whole matter. The railroads are just as much 
amenable to attack under the Sherman Act as any other combi- 
nation in the United States, but when the railroads are giving 
reasonable rates, and are competing in giving reasonable serv- 
ice, even if the law is on the statute book and is the hallowed 
thing that has been described, the sense of official justice [laugh- 
ter] is such that they are not attacked in the courts. Will the 
attorney-general of the United States or the attorney-general 
of this or any other state, bring suit against the railroads for 
conspiracy in fixing rates when the public is properly protected? 
I have not heard the proposal made anywhere. 

However, it is a wrong condition when we have on the stat- 
ute books a law of a kind which requires the officers of justice 
to close one eye, whenever they pass by the men in control of 
one great group of industry, and at the same moment see and 
prosecute other men not one whit more guilty. We ought to 
remedy the condition so that honorable business men shall not 
be in the position, the unfortunate position, of being technically 
violators of statutes which it is not advantageous from the pub- 
lic point of view to enforce. [Applause.] 

I have not time to more than touch upon the necessary 
modification of the law ; but the substance of my remedial pro- 
posal is that there be an interstate trade commission and state 
trade commissions, whidi shall have substantially the same 
powers to regffiate cooperation in industry that the Interstate 
Commerce Commission and the state commerce commissions 
have in regard to the public utilities. [Applause.] It seems 
to me that the interstate and state commerce commissions and 
the administrative bodies for the pure-food laws point the way 
for the next constructive step in the development of the laws 
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regulating industry. It would perhaps be chimerical, with pub- 
lic opinion as at present, to propose the repeal of the Sherman 
Act ; but by amendments to this act the situation may be met. 
The Sherman Act can be left to apply, as defined by the Su- 
preme Court, to monopoly. Unreasonable restraint of trade 
may be defined as monopolistic restraint of trade, and it is 
rather generally agreed that monopoly should be prohibited. 
To make the matter perfectly clear, another amendment should 
allow reasonable cooperation, but such cooperation should be 
under the watchful eyes of administrative commissions in order 
to protect the public. 

In the moments that remain to me I cannot define all of 
the powers which these commissions should have. My idea is 
that they should exercise powers under broad, simple rules of 
law, and that detailed regulations should be formulated by the 
commissions. For instance, Mr. Brandeis and I would agree 
that unfair practices should be prohibited, and by unfair prac- 
tices we mean what was meant by immoral practices in the 
common law. But the most vital point of the law should be 
this — ^that when the individual is wronged, through rmreason- 
able prices or rebates or other discrimination, it should be the 
duty of a public commission to handle his case. The aggrieved 
individual should not be obliged to carry his case through the 
ma ch inery of the courts; he should make complaint to an ad- 
ministrative commission, and it should become the duty of that 
commission representing the public, and him as a part of the 
public, to secure redress. This, while the greatest, is but one 
of the many advantages which may be gained through the estab- 
lishment of trade commissions, national and state, [Applause.] 
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INFLATION AS A WORLD PROBLEM AND 
OUR RELATIONS THERETO 

Paul Moritz Warburg was bom in Germany in 1868. He rose 
to prominence in the banking world as a member of Kuhn, 
Loeb & Co. He resigned all directorships and trusteeships on 
appointment by President Wilson as member of the Federal Re- 
serve Board for the term 1914—18. He was of the greatest serv- 
ice to his country in the direction of financial affairs during the 
War and later served as Chairman of the International Acceptance 
Bank, Inc., New York City. He died in 1932. Mr. Warburg wrote 
and spoke on public finance and was recognized as an authority 
in this field. This address was given at a meeting of the Academy 
of Political Science in New York April 30, 1920. 

There is no doubt that from the economist’s point of view our 
topsy-turvy globe looks gravely ill just now. Mr. World lies 
prostrate, and the doctors at his bedside are putting their heads 
together in anxious consultation. A Princeton specialist diag- 
noses the case as one of acute inflation. If he could only arrest 
it he believes he could save the poor man. It is this terrible 
inflation, he contends, that causes Mr. World’s high index tem- 
perature and disturbed circidation and that makes him consume 
so much and produce so little of essential substances. 

“No,” replies another Professor, “he is so inflated only be- 
cause we cannot cure his condition of tmder-production and 
over-consumption.” 

“Nonsense,” says Dr. Vandersnip, “you have doped him too 
much, that’s what causes the trouble. Stop using artificial stim- 
ulants and drugs and he will come through.” 

“How could he have survived if I had not doped him?” says 
Mr. Muchado, the surgeon, “and, having accustomed him to the 
drugs how could I withdraw them from one day to another?” 
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“Let me stabilize him ! ” — surges Prof. Irving, another special- 
ist. — ^‘His blood pressure is unbalanced; let me stabilize it, 
that would cure him forever!” 

Poor Mr. World looks at his doctors and feels very low — he 
does not believe they quite understand his case. 

What is the matter with Mr. World? 

The truth is that he has just passed through a very severe at- 
tack of his old trouble — ^war. He has never been quite free from 
it. Every now and then he had a more or less acute spell. 
But whenever it was over he soon forgot all about it and, in- 
stead of trying to mend his ways and find a permanent cure, he 
went back to his old bad habits. This last attack, however, 
was so grave that Mr. World has made up his mind to sign a 
pledge that he will thoroughly reform his mode of living — ^if 
only he can survive. 

Will he make good when he gets well, or will he forget again? 
Who knows ? But in any event the doctors must get him back 
on his feet and give him another chance. How can they do it? 

Let me discuss the case not from the point of view of the 
learned specialists, but from that of the plain country practi- 
tioner. 

In the life and death struggle of war, sound economic precepts 
have to give way to the dictates of self-preservation. \^at or- 
derly corporation could dare to issue millions of funded obliga- 
tions for the purpose of covering running expenditures without 
any corresponding addition to its assets? But Mr. W’orld in- 
creased his obligations by more than $200,000,000,000, while 
his plant and operating efficiency deteriorated at the same time. 
These loans were the drugs, they were necessary to save the 
patient, they stimulated his activities, they gave him a feeling 
of strength and confidence — ^while, as a matter of fact, each 
successive loan, like a drug, further weakened him and made re- 
cuperation so much more difficult. 

Can there be any doubt that from the day of the armistice it 
should have been our earnest endeavor as fast as possible to 
arrest the use of drugs, not only on the part of oturselves but 
also on the part of our friends, and even our one-time enemies? 
But so thoroughly was the world “doped” that it took over a 
year from the date of the armistice for peoples to begin to rec- 
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ognize that they were living on a fictitious basis of prosperity; 
that by continuing to incur more debts, new wealth could not 
possibly be created, but that instead by increasing the national 
indebtedness and currencies they were simply depreciating the 
value of investments saved in the past. 

The historian will be amused to register the utterly imprac- 
ticable and freakish theories and plans that, from time to time, 
were propounded when our generation was first faced with the 
problems of price inflation and depreciation of exchanges. To- 
day we smile at the thought that men who consider themselves 
leaders in economic and financial questions should seriously 
have entertained the view that prices could be permanently 
kept down by price fixing, or prosecutions, and that deprecia- 
tion of exchanges was due largely to Wall Street manipulations ; 
that exchanges could be kept at par simply by organizing a 
national institution which should clear all transactions in foreign 
exchanges. 

To-day we have no difficulty in understanding that once gold 
pa3Tnents are suspended, foreign exchanges largely express the 
differential between various degrees of price inflation and money 
depreciation in the various countries affected, and the different 
conditions of productivity and credit. 

We have no difficulty, furthermore, in fastening in our minds 
the conclusion that now that the United States Government 
has definitely, as we hope, adopted a policy of living within 
its income, countries that persevere in covering current de- 
ficiencies by piling up additional indebtedness cannot expect to 
be able to arrest the fall of their exchanges in our markets, by 
the simple process of incurring new foreign loans. 

It is not my ambition in these short remarks to present any 
new views concerning the causes of inflation, which are gen- 
erally understood, but rather to dwell for a moment upon thfe 
relative position of sequence and importance of its various 
stages as they impress the country doctor. 

When war is declared the first thing that happens is that the 
government post-haste orders all the things immediately re- 
quired for the carr3dng on of the struggle. (Simultaneously 
people are withdrawn from their regular occupations and others 
must be attracted to take their places.) The chief aim at that 
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juncture is to get the things and to get them at once ; the ques- 
tion of price becomes a consideration of almost negligible im- 
portance. Moreover, in order to stimulate production to high- 
est efforts and beyond its normal peace capacity, attractive 
prices must be offered. Large prospective profits, in turn, bring 
about a competitive demand for materials and labor, and prices 
are thus started on their long upward flight. 

Government war expenditures are incurred with terrific speed 
and, as prices go up, expenditures rises in a constantly growing 
measure. War funds must be procured at once, while (aside 
from the dampening influence that over-taxation would exer- 
cise on the war spirit of a country and on its eagerness to in- 
crease war production) it takes time to pass laws, to devise 
new sources of revenues and to organize the machin ery with 
which to collect taxes. Government bonds must, therefore, be 
issued and once the beginning is made, subsequent flotations fol- 
low in ominously quick succession. 

Moreover, high profits and high wages produce extravagance, 
and no matter how hard any government may try, it has been 
shown that everywhere government issues had to be placed in 
increasingly larger amounts than could be absorbed by the 
actual savings of the people. 

It is at this stage only that banking inflation begins to be- 
come a factor of far-readiing importance. As long as the coun- 
tries maintain their gold standards, the necessity to preserve 
the power of commanding gold, or the fear of losing gold, or 
the apprehension that banking liabilities are expanding beyond 
the safe limits laid down by law or tradition, act as effective 
brakes against over-expansion in banking and thereby on over- 
speculation and excessive rises on prices. In normal times new 
evidence of wealth is produced by the addition of new tangible 
objects to the coimtry’s balance sheet, less what was con- 
sumed in the course of their production. E:q)ressed in unscien- 
tific language, this is what would generally constitute the an- 
nual savings of a nation. To the extent that in normal times 
savings do not catch up with the production of new objects, 
bank credit temporarily will be called upon to fill the gap. 
But as long as a gold basis is adhered to, there is a distinct 
limit up to which espanaon may go, when necessity or caution 
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will force a halt. Banking expansion normally increases, there- 
fore, in a definite relation to actual savings— hothouse growth 
on top of actual savings being limited by the relation to gold 
reserves which must be maintained. In times of war these 
boundary lines are removed. The steel ring that before held 
tightly in its grasp the bulging bale is now converted into a 
weak rubber band. Investments and deposits do not grow any 
more as tangible assets of value are added to the country’s re- 
sources, but they are swelled by government obligations issued 
for services of no lasting value, and even for work that de- 
stroys assets instead of producing them. Moreover, the rise of 
prices naturally increases the loan structure, which can now 
grow without let or hindrance, for serious consideration is no 
longer given to the shrinking of the gold reserve and, savings 
being unable to absorb government bonds as fast as they are 
issued, reserve balances are created and currencies are issued 
against loans on government bonds, or as in some countries, 
against direct advances to the government. As long as reserve 
balances are created and circulation is issued only against self- 
liquidating paper, which represents things in course of produc- 
tion, and as long as this process is kept within a safe relation 
to gold, there may be more or less acute banking exp ausinri, 
but there would not be any cause to call it inflation. It is when 
bank loans, reserve balances or circulation are being created 
against things that do not represent any tangible value, and gold 
reserves are disregarded, that we face inflation in its Ha ssic 
form. Indeed, with us that inflation took place, when govern- 
ment securities to the extent of approximately one and a half 
billions became the basis for Federal Reserve bank loans, even 
though, due to particularly forttmate circumstances, we were 
able to preserve a remarkably strong gold protection. (This 
was only possible, however, because at the beginning of the war 
we had a vast gold treasure wastefully decentralized, in scat- 
tered bank reserves, or in actual circulation, and because we 
were able to concentrate this gold effectively, and to add to it a 
billion dollars which came to us from foreign countries.) It is 
of the utmost importance that we realize the fundamental — 
though in protracted wars unavoidable — part played by gov- 
ernment borrowing in causing inflation. I can hardly perceive 
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that inflation could have taken place in any country enjo}dng a 
modern elastic and well administered banking system, if gov- 
ermnent printing presses could have been prevented from do- 
ing their nefarious work. 

We must clearly bear in mind the three different stages in the 
process of war inflation: first, rising prices caused by the pre- 
cipitate demands for goods by the government and accompanied 
by disorganized production; second, depreciation of money 
caused by the process of rapidly increasing the national debt 
(in form of bonds or currency) in advance of the coimtry’s 
saving power; and finally, inordi na te bank credit expansion, 
degenerating into inflation as a consequence of the dilution of 
reserve money and circulation through direct or indirect gov- 
ernment loans. It is true that as bank-credit inflation pro- 
gresses, it, in turn, becomes an active factor in depreciating the 
value of money and in boosting prices. But, to my mind, this 
development is the evil counter-effect of the other two, not, as 
some economists appear to think, the primary cause. 

You may ask: why lose so much time in this analysis of 
causes and effects? Because the word inflation, thou^ cover- 
ing a multitude of sins, is often used as designating one dis- 
ease, and as a consequence, there are many that seek relief in 
one single remedy, while it is all-important to grasp it as firmly 
as possible that Mr. World is not suffering from any one par- 
ticular sickness, but from several. He is at present like a 
patient suffering from a broken leg, a toothache, and an attack 
of pneumonia. The three things combine to make him fed 
miserable, but each ailment must have a separate cure. 

Increase of government indebtedness must be arrested, and 
national budgets must be balanced, by reduction of expenditures 
and increase of revenues. (Indeed, wherever possible, a gradual 
amortization of government loans must be aspired after.) 

The inordinate demand for things must be met by increased 
production and by greater moderation in the extravagant con- 
sumption of goods. 

Banking inflation must be combated by sn earnest attempt to 
reestablish and preserve the healthy check placed upon us by a 
conscientious observation of our gold obligations, which implies 
a stricter control over bank loans and a great effort to liqui- 
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date excessive loans, commercial and governmental, by savings. 

The world as a whole must tighten its belt if there is to be 
enough for aill. That belt is a strict control of credit without 
which the world will continue to gorge itself and inflate. 

While to the layman rising or falling gold reserves may serve 
as the most impressive gauges from which readily to judge to 
what extent our banking situation gains or loses in strength, 
as a more reliable standard to indicate banking expansion, and 
its effect on price levels, we should at this juncture rather watch 
the item “total investments” in the Federal Reserve statements. 
We might be forced to export hundreds of millions of gold, 
seeing our gold reserves correspondingly reduced thereby, and 
still be justified in continuing to do our business without dis- 
turbance or alarm; our general position of overtowering 
strength remaining unaffected, due to the large debts the world 
owes us as a whole. On the other hand we might gain several 
himdred millions of gold, which would increase our gold re- 
serves, but we should not be inveigled thereby into establishing 
lower interest rates or into encouraging a planless increase of 
the Federal Reserve banks item of “total investments,” which 
would involve further banking and price inflation. Larger gold 
holdings would simply indicate that we should have accumulated 
greater strength for the possibility of such expansion provided 
that, in due time, it could be based upon the natural growth 
and the solid foundation of increased production and actual 
savings. It must be our first concern however to get the world 
back upon a basis of normal production and if it should 
become imperative for that purpose temporarily further to ex- 
pand — ^then, I believe, and only then, should we be prepared to 
make an exception to this rule and permit it. When an engine 
reaches the dead point, we often have to reverse it in order to 
get the train started in the right direction. When we have a 
weak customer, who owes us a great deal of money, we some- 
times have to loan him more in order to enable him to get over 
his difficulties and pay us back. In other words, we must arrest 
planless inflation, caused by hysterical competition and crazed 
speculation and extravagance, and husband our resources so 
that we may use them courageously when we know for certain 
that expansion is devoted to purposes that ultimately will bring 
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a cure; that it is a defi n ite means toward a definite essential 
and constructive end which, in this case, is to arrest the endless 
rise of prices and to prepare the way for ultimate deflation. 

It is important, however, to recognize that inflation will only 
capitulate if a concerted attack is made from all the three sides 
I have described. Banking contraction alone cannot effectively 
be brought to bear if the government continues to increase its 
indebtedness in payment of current deficiencies, nor can it suc- 
ceed unless production is increased. By attempting to curb 
loan expansion and government issues, we may at best pre- 
vent a further rise of prices but we cannot hope to substan- 
tially reduce prices if, in addition, we do not manage ma- 
terially to increase production ; unless, indeed, consumption be 
decreased to a larger extent than at present appears possible. 

And this leads us to another very obvious conclusion, which 
is that with labor conditions what they are and extravagance 
being what it is, it is foolish to expect that the few countries 
living in fairly undisturbed economic and social conditions 
could speed up their lagging production to a degree sufficient to 
make up the deficiency caused by the voluntary or enforced 
idleness of countries involving more than 200,000,000 people 
in Europe. 

The world before the war had become one closely interre- 
lated economic unit. The products of the mines of Chile and 
Norway had become as important components of European and 
North American industrial life, as Brazilian coffee and Chinese 
tea had grown to be integral parts of our diets, and Manchester 
or Chemnitz goods had become necessaries in the lives of the 
Chilean and Australian. Two countries, geographically re- 
mote from one another, might face ruin or starvation unless 
they could exchange foodstuffs or coal, or other goods or ma- 
terials. The war and the social upheaval following in its wake 
have brought about drastic changes in the relative positions of 
capital and labor. The latter, in the future, will insist upon a 
larger share in the results from its work — and will claim this 
larger share, moreover, for a smaller return in work. 

In the face of these circumstances is not the inference all the 
more inevitable that it is idle for us to assume that we could 
get the world back into a condition where goods seek the mar- 
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ket more than the market seeks the goods, in other words, that 
we may come to see an era of receding prices, until the entire 
world returns to a fairly normal state of production and inter- 
change? Until that is done, the demand for goods will domi- 
nate the situation ; and as long as the demand for goods reigns 
supreme, labor will have the whip hand both as to wages, and 
to the services it is willing to render at any price. We cannot 
expect to get control over wages and prices (nor can construc- 
tive labor master its own difficulties) until the world as a whole 
puts its house in order and until labor in Europe competes again 
with labor over here. 

It is quite evident that such glaring disparities as at present 
exist between our own prosperity and the acute suffering in 
some parts of Europe in the long run will not be permitted to 
prevail. Unless we indulge in the impossible assumption that 
peoples can be caged up, so that they may perish of disease or 
starvation without disturbing their neighbors, we must expect 
that by sheer force of necessity these himgry and desperate 
hordes will come over here in order to share with us our own 
plenty and opportunities. Some twenty or forty millions of ad- 
ditional immigrants, to be fed and clothed by us, would quickly 
solve a substantial part of om: problem of placing our excess 
production. Would such extreme development, however, be 
the most economical, the most humane and, for us, the most 
desirable solution; and, if it is not, what is the alternative? 

Over here we have a shortage of labor and an over-supply 
of raw materials. Over there, Europe has an excess of labor 
and a shortage of raw materials. We have high wages; 
Europe has lower wages. We have too much food; Europe 
starves. We are the world’s creditor; Europe is in our debt 
and has not the means with which to settle. Is not the logical 
solution of this problem that our capital should go right into 
the countries that at present most need a helping hand? In- 
stead of increasing certain plants in our country where there 
is a shortage of labor and higher prices would it not be logical 
that we assist in putting into operation similar plants in coun- 
tries with excess labor and lower prices, where, in consequence 
of the unprecedented depreciation of their exchanges, in some 
cases we could buy factories or properties at a fraction of 
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what it would cost to reproduce them here? Is it not obvious 
that by furnishing European countries with raw materials and 
credits, we would help them to restart their economic life and 
place them in a position where they can pay their just debts 
and where in the long run they can work their way back to 
approximately the same standard of living they enjoyed before 
the world was thrown into the turmoil of war? The ways in 
which this could best be done would differ according to the 
varjdng political, social and economic conditions of the coun- 
tries affected. In some the usual methods of granting short- 
term banking credits and of buying securities, foreign or their 
own, may still be applicable. In others, where foreign ex- 
changes are subject to violent fluctuations, or where the local 
currencies have become so depreciated that in world markets 
they have practically lost their purchasing power, it might be 
indicated to combine the sale on credit of raw materials with 
a contract for the sale of the finished articles, into which the 
raw materials are to be converted. In others it may prove the 
best solution to buy part ownerships in existing factories or 
plants. 

There never was an opportimity for an undertaking more 
tempting from the economic point of view and more appealing 
as a work of healing the wounds that a crazed world has in- 
flicted upon itself. Governments have diown that they are ca- 
pable to direct, and that they can unite in directing, the work 
of destruction. In cooperative work of reconstruction, most 
governments, so far, have shown themselves dismal failures. 
The bulk of that work (barring relief to be given to peoples 
facing extirpation or decimation by starvation, disease or eco- 
nomic ruin) will have to be carried on not only by the govern- 
ments, but primarily, as it would seem, by the direct initiative 
of the peoples. 

One could fill a large volume in discussing the question of 
private enterprise vs. government operation. It has well been 
said that either our political and economic problems must be- 
come smaller or our leaders must become bi^r. Tested by 
billion dollar and one himdred million people units, the human 
genius and capacity of the present generation has been weighed 
and found wanting. Speaking by and large, I think, therefore. 
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we should beware of drawing any government into activities it 
could in fairness avoid. The larger the government’s scope of 
operations, the larger must be the number of billions it must 
raise. Excessive taxation is a wasteful and uneconomic pro- 
cedure, because it continuously withdraws funds from points 
where they have converged for productive purposes and at once 
scatters them again. It is a violent and haphazard process of 
distribution — ftmds often being taken from those that pro- 
duce in order to be placed in the hands of those that waste — ^and 
at best it involves a long, continuous and costly interruption of 
the flow of money into the channels of production. Moreover, 
whenever the government’s e^enditure moves ahead of the 
country’s saving power, this distribution takes the form of in- 
flation. 

Inflation, as we all know, is the cruelest and unfairest method 
of taxation. It arbitrarily decimates entire classes of the most 
valuable elements of our population and blindly enriches others, 
amongst whom are those who gamble and profiteer in the very 
things the world most urgently requires. The heavier a coun- 
try’s burden of expenditures the vaster the volume of funds it 
must collect and distribute, the more drastically does it inter- 
fere with the healthy development of private enterprise and the 
nearer does it draw to the fatal abyss of so-called “socialization” 
or “nationalization.” 

Bearing these circumstances in mind, one cannot but follow 
with genuine alarm the impending danger of seeing the Govern- 
ment committed to an expenditure of more than $1,500,000,000 
involved in the contemplated Soldier’s Bonus legislation. It 
threatens to lead to the alternative of over-taxation, or in- 
creased Treasury borrowing of a temporary or more permanent 
character. In one form or another it would, therefore, lead to 
inflation or disturbance and delay the ultimate adjustment. 

In closing permit me to sum up the practitioner’s advice in 
the case, as follows : 

We must fight inflation with all the means at our disposal: 

First, by arresting the further increase of government in- 
debtedness and, if possible, by reducing it; 

Second, by trying to call a halt on further bank credit and 
note-issue expansion, destroying thereby the atmosphere of 
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easy money and paper prosperity that makes for individual 
and corporate extravagance and fosters discontent amongst 
the masses and renders them disinclined to give their full meas- 
ure of work. In doing this we must boldly tackle the most 
diflSicult task of curbing the production of unessentials and of 
stimulating the production of essentials; 

And finally, we must fight rising prices by stimulating essen- 
tial production, not only here but also abroad, which means that 
we must furnish Europe with the materials required in order 
to rehabilitate her industries so that once more she may be- 
come self-supporting. As far as this involves the granting of 
further credits, it should be our determined purpose to pro- 
vide them from our savings; if we are incapable or too irre- 
sponsible to accomplish this, we must submit to paying for the 
unsaved balance by inflation. That would prove, as we have 
seen, a wasteful and highly regrettable alternative, but it is 
easier for us to bear the sacrifice than for Europe. Moreover, 
by curbing extravagance it is in our own hands to counteract 
the evil effect of such loans. Irrespective, however, of the 
moral or humane issues involved, from the purely selfish and 
practical point of view, we know that unless we help Europe 
to preserve her industries and social institutions, we may not 
ourselves hope to regain control over prices and wages; and 
social unrest and disorder in Europe are bound to throw their 
shadows across the Atlantic and the Pacific. 

Further inflation, carefully measured and applied, naay thus 
become a painful remedy in case we fail to master our extrava- 
gance. Obviously, we must not permit the dose to be made 
one single grain heavier than the most conscientious study, and 
our most determined efforts to avoid it entirely, may warrant. 
This duty of carefully restricting to the minimum this measure 
of our support is an even graver one with regard to its recip- 
ients than with respect to its giver. For Eiuopean countries of 
to-day are staggering under the load of their debts ; any new 
obligation adds further to their burden, and increases the diffi- 
culties of their ultimate recovery. Support must, therefore, 
be restricted to the minimum that would remain as an impera- 
tive and irreducible requirement after a country abandons its 
vicious war habit of printing notes and obligations in order to 
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cover deficiencies, and after it arrests the flow of easy money 
and credit that encourages extravagance. For no good purpose 
could be served by pouring water into a tank without a bottom. 

Mr. World cannot be cured by fake patent medicines, but 
only by sound habits of hard work and thrift. Moreover, Mr. 
World must remain conscious of the fact that his body has 
many component parts, all of which must be brought to their 
normal functions before once more he will feel truly comfort- 
able and happy. 

If, in order to help Europe to return to a basis of order 
and increased production, we are to tighten our own belt and 
save, or failing that, to bear the additional burdens of in- 
flation, Europe herself must do her share whole-heartedly in 
bringing about that result. We can help Europe to regain her 
productive powers only as European coxmtries help one another. 

With that great force and straightforwardness which we 
have learned so deeply to admire, Signor Nitti said : 

War and peace are not only facts. They are states of mind. The 
trouble with the world to-day is that it is still in a war state of mind. 
It must get into a peace state of mind. The war is over. Let’s 
have peace. Every man and nation must produce to the utmost. 
Without real peace the nations can not produce. 

No truer words have been said. Even though, through a 
pitiful combination of circumstances we, of all nations, are 
technically still at war, and thereby forced to stand aside at the 
very moment when we should be leaders in the front rank, 
the all-important fact remains that the War has been ended 
since a year and a half, and that reconstruction and peace must 
at last become an actuality amongst the‘'nations. Not imtil a 
dear and practicable program is laid down for Europe’s future 
economic life, and not until our own relation thereto has been 
definitely established, shall we reach a basis on which America 
will be able to throw herself confidently and umreservedly into 
the task. 

From aristocratic ages we have taken over the old beautiful 
sa3dng: Noblesse oblige. Translated into plain democratic 
American language it means that we cannot seclude ourselves 
and aspire to live in wealth and contentment, while the rest of 
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the world suffers poverty, starvation and distress. If we were 
willing to accept that position, we could no longer keep our 
heads high as citizens of the United States when in the future 
we gaze into the eyes of our fellow-men. 

It would be a tragic irony of fate if the most imselfish and 
most generous effort ever made by a nation should lead to such 
a pass. That outcome is imthinkable. No matter how much 
at present we falter and flounder, that ultimately we shdl rise 
to the standards of our proud traditions, nobody can doubt 
who knows and trusts in the fair-mindedness and self-respect 
of the American people. 



FRANK EDSON WHITE 


NEW IDEAS FOR AN OLD INDtlSTRY 

Mr. F. Edson White was bom in Peoria, Illinois, in 1873, be- 
gan in the packing business in 1890 and became president of 
Armour and Company in 1923. The following address gives a 
brief but comprehensive exposition of the conditions in one of 
our largest industries. It was delivered at a Convention of the 
Institute of American Meat Packers in 1925. 

At present, we are doing our best to remove the last vestige of 
the speculative element from our business and to place our- 
selves as near as possible on a straight manufacturing basis. 
This fact points only to one conclusion ; namely, to make avail- 
able to everyone the most accurate information possible on all 
of the factors affecting our business. 

The problem of costs in the packing industry is largely a 
question of plant operation. For so many years we have in- 
dulged in self-praise over the advantages of our utilization of 
by-products that we have come to take our efficiency for 
granted. We have pointed out what a small proportion of the 
dollar is required for our operation, too many times without 
considering whether we could still further narrow this mar g in. 

We have become so accustomed to the traditions of the man- 
ufacturing side of our industry, and so many of our plant men 
have grown up under these traditions and with little outside 
experience, that new ideas often come to us as a shock. Yet 
conditions in the world throughout which we are trading are 
more likely than ever before to force us into new ideas. 

Commerce in every corner of the earth is repressed, stag- 
gering under the shadow of the war and post-war debts, either 
paying direct levies toward their reduction or indirectly suf- 
fering from stagnation as a result of contracted currencies and 
purchasing power in the principal world markets. Every nar 
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tion is feeling the pressure, whether it was directly involved 
in the war or not; and every nation is restlessly biding the 
time when international settlements of war obligations, tariffs, 
and trade agreements will permit it to produce in volumes 
large enough to apply effectively to debt liquidation or to in- 
creases in current wealth and consequent international exchange 
of goods. While the good sense of most peoples is restraining 
them from producing recklessly without thought of market, 
one cannot enter the field of international trade without sens- 
ing this feeling of muscular inhibition, of power under leash, 
of straining for the start, once the barrier is removed. 

Without question, we may expect to face in the next two 
decades the most severe foreign competition we have ever 
experienced. This competition will not only meet us in our 
markets abroad, but will also reach us at home. On a gradually 
increasing basis, we will be offered great quantities of every- 
thing that is manufactured and shall have to compete with the 
same sort of offer to our foreign customers. 

More than ever, the problem we shall face as manufacturers 
will be the stimulation of consumption. The final adjustment 
of post-war difficulties will come only when we can induce the 
general population of the world to consume large enough vol- 
umes of products to liquidate past obligations of industries and 
governments at a rate that will permit them to contract new 
obligations and undertake new enterprises. 

Our national industrial conditions are certain to change under 
these circumstances. We have been a country of high wages 
and hi^ living standards. Can we continue to compete on 
such a basis? Our principal trade rivals today have deflated 
labor, and most of them possess a deflated currency. Our 
political platforms and national ideals, nevertheless, call for 
the continuance of the living standards we have enjoyed. If 
we are to preserve these standards, we must not only increase 
the individual productivity of our workers, but we must also 
increase the efficienqr with which our businesses are run. 

When a competitor discovers some new process of manufac- 
ture, preservation or distribution that will permit it to flood 
the world with its product, we can maintain our position only 
by developing processes that will parallel them. Further tariff 
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■walls cannot help us. We may coax along our domestic mar- 
ket for a time, but our salvation will come through research 
and study of our own so as to meet the economies permitted 
by research and study on the part of our competitors. , 

The packing industry is a national industry. To a large 
extent, the American packers are predominant in the interna- 
tional situation. Nevertheless, any country with a special 
product, like Denmark, for example, or any country with a 
special advantage in cost of production, like Argentina or 
Brazil, can readily find any position it may desire in inter- 
national trade, regardless of our efforts. Our permanent status 
in world commerce is going to depend on research, not only 
research of the t5rpe which is being promoted by the Institute 
of American Meat Packers, but broader research in the en- 
gineering problems of the industry, in the further substitution 
of machine power for human labor, in the cutting of costs at 
points along the line which our traditional methods of opera- 
tion do not at present suspect. 

We need engineers with the viewpoints of other industries to 
help us revise our own methods. We need students of nmr- 
keting and distribution, sales analysts in the broad, and not 
the narrow, sense, to point the way toward a competitive ef- 
ficiency with industries which directly or indirectly affect the 
volume of our production and the margins of gross profit we 
receive. While I am the first man to congratulate and reward 
the veteran, I should also like to be the first man to stimulate 
or recognize new steps that can improve the status of our 
business. Although we are an old industry, we are by no 
means immutable. 

Recently another American industry with as old and tried 
a tradition as our o-wn suffered a tremendous competitive 
shock through a German invention for the S3mthetic manu- 
facture of wood alcohol, at costs of production variously esti- 
mated at from lo to 50 per cent of those of our own wood 
distillation companies. Their natural response was first to seek 
further tariff protection, but an action of this sort can never 
answer such a severe competitive thrust. If Germany can dis- 
cover such dieap methods of production, so can America, and 
the future of our industries depends not on tariff walls and 
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trade isolation, but rather on the keenly competitive applica- 
tion of intensive research. Whatever scientists of other nations 
can accomplidi, so also may scientists of our own, and our 
need is to bring all American industries to a proper recogni- 
tion of this necessity. Among packers, this need was rec- 
ognized through the research activities of the Institute of 
American Meat Packers, but, frankly, our program, despite its 
cost, is small in comparison with the program of other in- 
dustries. 

To begin with, our money does not go as far. The baking 
industry or the dairy manufacturers have problems limited to 
relatively narrow fields. The packer, on the other hand, must 
face the problem of all types of products of the animal ; fresh 
or cured, edible or inedible, pharmaceutical or nutritional, per- 
ishable or non-perishable, meats or hides and wool, or any 
other variety of classification that we can conceive. Our 
money cannot bring the returns realized in many other in- 
dustries because our field is so much broader and so thoroughly 
imcomparable with that of any other industry. 

This discussion of costs in our industry and the application 
of research to them is perhaps not the practical discussion I 
am expected to offer. Nevertheless, it is a phase of the prob- 
lems of the packing industry that so far transcends any dis- 
cussion of the immediate reduction of costs on the basis of our 
traditional methods of operation, or of our live stock bu3dng 
policies, that I feel it is far more worth om while to consider 
it. The survival of individual firms within our industry no 
doubt depends on the adoption of policies that will save each 
last penny available in the economical operation of our busi- 
nesses. But the survival of the American meat packing in- 
dustry in competition with that of other countries, and the 
perpetuation of its position among the industries of our own 
nation that encroach on our present fields, is dependent on 
our maintaining the most receptive attitude we can toward new 
ideas and efficiencies of operation and distribution. 

Studies and research now being made within the industry will 
perpetuate its position among the industries of our nation and 
of the world. 



CHARLES R. WIERS 

A SWARM OF BE’S 

The art of writing receives great attention nowadays in busi- 
ness both in connection with advertising and with the ordinary 
correspondence. That the art of writing goes hand in hand with 
the art of speaking is shown by this address before a Direct 
Mail Advertising Association convention held in Boston, October 
30, 1925. The speaker is Mr. C. R. Wiers, vice-president of the 
National Shawmut Bank of Boston. 

Mr. Chairman, Ladies and Gentlemen : You, of course, un- 
derstand that I am about to play the r61e of a pinchhitter. 
[Laughter.] I have been much too busy in the last few days 
to prepare the kind of a talk I should like to deliver. Most 
everything I have for you has been prepared since breakfast 
this morning, and as a result it will not be as complete and 
as logical as I should like to have it. 

I want to do two things: First, I am going to give you a 
Swarm of Be’s, and then if time permits, I am going to apply 
these to some actual letters. Peri^ps it might be well for you 
to take out your pads and pencils and make a note of this 
Swarm of Be’s. It is possible that you can use them in some 
of your activities of the future. 

First : Be a sunshine distributor. A smile is worth a thou- 
sand grouches. 

Out on Bryn Mawr Campus, in Philadelphia, there is a sun 
dial erected to the memory of a young woman. On the face 
of that dial are these significant wor^: “I mark only the 
sunny hours.” The first time I saw that dial I told Mrs. Wiers 
I would like to paraphrase its message and pass it along to 
every business man in the land. If I were to paraphrase it I 
would word it in this way: “I make only the sunny hours.” 
Second: Be careful. Of the 40,000 pieces of mail matter 
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sent to the Dead Letter Of&ce from the Boston Post Office 
last year, 23,000 were poorly addressed or insecurely wrapped. 
Eighty thousand letters are sent to the Dead Letter Office 
every day from New York City for lack of street addresses. 
I receive letters almost every morning addressed to “Wier,” 
“Wiess,” and I have even had them addressed "Weary.” 
[Laughter.] I attribute this to nothing under the sim except 
downright carelessness and a downright refusal on the part of 
men and women to use their eyes. 

We need a little more discipline in business life to-day and 
I hope you will go home and have some administered, so that 
at least your customers will receive letters from you with their 
names spelled correctly. If a person’s name is “Browne,” 
he should not be addressed as “Brown,” and vice versa. 
Learn to be accurate. Learn to call people by their right 
names. 

Third: Be thorough. No letter ever scores unless it is 
sensible and complete. Remember that. 

If I am struck by a trolley car to-morrow morning at the 
comer of Tremont and Boylston Streets (if there were street 
cars there) and I write to the street car company and say, 
“This morning, while going downtown, I was struck by a street 
car at the comer of Tremont and Boylston Streets,” my letter 
is a joke. But if I say, “This morning at about 9:30, while 
crossing Tremont at Boylston Street, I was strack by Car 
Number So-and-So, in charge of Motorman So-and-So and Con- 
ductor So-and-So,” I give that company some facts with which 
to handle my complaint intelligently. And in nine cases 
out of ten, I will get a far better response and in quicker 
time than if I just dash the letter off, as the average man 
does. 

We should alwas^s work, in this letter writing game, as if 
to-morrow would never come. For example, I pick up a 
bunch of correspondence this morning, which somebody else 
has been handling. WeU, if somebody else has been handling 
it, the first letter I look at shoxdd be so complete from A to Z 
and back again as to make it unnecessary for me to go any 
further for a mastery of what has preceded. 

Fourth: Be broad-gauged. Of all the points I am tr3dng 
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to emphasize this morning, I do want that one to stand out 
conspicuously because the world is full of small people and that 
applies particularly to adjusters. 

Very few people have learned that many times it pays and 
pays well to spend $io to adjust a $s transaction. Don’t forget 
that. 

I remember, when I was with the Larkin Company, (our city 
sales department was across the street from the main office; I 
had some supervision over the complaints that were received in 
that office) a man came in with his wife and made a very vig- 
orous complaint. He was getting the better of the manager. 
The manager asked me to come over and participate in the 
dispute. I said, “No, you keep the woman over there and send 
the man over here.” [Laughter.] 

The man came over. I greeted him cordially and said, “What 
is the trouble?” 

He said, “I have had trouble with your paint. It has gone 
wrong on my house.” 

“How much of it has gone wrong?” 

“Well now, look here,” he said, “I don’t want to argue that 
question. I want you to come out and see my house.” 

I said, “My good friend, if you were living out in Nebraska, 
we wouldn’t come out to see your house, we would take your 
word for it. Because you live in Buffalo is no reason for 
treating you otherwise. How much of that paint has gone 
wrong ?” 

“I don’t know.” 

“Do you think half of it has gone wrong?” 

“No, I don’t think it is as much as that.” 

“Well, how about a quarter?” 

He said, “I think that is about right.” 

I said, “I’ll tell you what you had better do. You go back 
to our city sales department. Talk the matter over with your 
wife and settle it to suit yourselves. If you want more paint, 
equal to the original purchase, take paint. If you want the 
value of the paint in money, take that. If you want something 
else, take that. It is squarely up to you. We are ready to 
adjust it your way.” 

He went back to the city sales deoartment and took more 
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paint, and before that man and woman left they ordered $H2 
worth of other goods and paid cash for them — ^all becatise we 
had learned how to adjust a complaint. 

You have heard the Marshall Field story of how a man came 
in once and exchanged a hat. Then he came back and ex- 
changed the same hat a second time. When he came back 
the third time to repeat the stunt, the derk went to Mr. Field 
and said, “What shall we do about it?” Mr. Field said, “Ex- 
change the hat.” To determine whether or not Field was right, 
all you have to do is to go to Chicago and look at those piles 
of brick and stone and mortar that stand as an eloquent tribute 
to him as a business genius and as an adjuster. Go and look 
at those stores to-day and you will appreciate the importance 
of putting distinctive things into your work, into everything 
you do. 

Fifth : Be thoughtful. 

You won’t accuse me of boasting if I tell you that for several 
years it has been a part of my daily routine when I come 
into the office in the morning to look around and inquire: Is 
somebody sick? Is somebody discouraged? Has somebody 
lost a loved one? If so, out goes a letter of condolence, a 
letter of encouragement, a letter of congratulation; something 
here, something there, in order to help the other fellow. What 
is the result of it? The result of it all is that I am better 
disciplined for the day’s responsibilities. I became charged 
with the kind of spirit that is so necessary for the writing of 
the right kind of letters. The average man to-day is so wedded 
to routine that he keeps on using the same expressions over 
and over. He does not recognize, neither does he value the 
little things. 

Do you not recall those black-bordered cards that come 
into the office every once in a while aimouncing the death of 
a senior vice-president, or somebody else? And haven’t you 
seen many of them go the waste basket route? They never 
do in my office. All such things receive deserved recognition. 
Sometimes it is the announcement of the fiftieth anniversary 
of a firm, or something else of a similar nature; it doesn’t 
make any difference what it is, out goes a letter, and that 
letter is always very carefully worded, to show that the firm 
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•writing it has a heart that beats responsively to the needs 
and conditions of others. [Applause.] 

Sixth: Be enthusiastic. 

You do not need any emphasis from me as to -what “en- 
thusiasm” means. It is the pep, the ginger of life; it is the 
thing that sent Peary many times in search of the North Pole. 
It sent Columbus across the broad Atlantic in search of a 
new world. It is what distinguishes between a dead one and 
a live one. 

If you want to make your letters live, make them enthusi- 
astic, but you can’t make your letters live and be enthusiastic 
unless you are enthusiastic yourself. 

Seventh : Be courteous. 

You will say, “Why emphasize that, Mr. Wiers?” Well, 
simply because we are living in a jazzy age. The smart and 
the flippant are to the front to-day. Loose talk is in evidence 
everywhere. Is it any wonder that nearly every time we refer 
to our President we apply the term “Cal” with the same fa- 
miliarity as if he had been our next door neighbor for a 
decade or more? When Mr. Roosevelt was on earth it was 
“Teddy,” and when Mr. Wilson was here it was “Woody.” 
And so it goes. 

Worst of all you find the same objectionable thing reflecting 
itself to such an extent in our letters as to inspire me to say 
to you publicly, and with all the emphasis at my command, 
that I do not believe in the clever and the smart in any written 
communication. [Applause.] I do believe in facts, and' these 
I would have humanly stated by a real man or a real woman. 
Let us get away from the clever and the smart. When I am 
tempted to be smart, I always think of that man in the inner 
office whose hair may be touched by the snows of winter, and 
who for a variety of reasons has no appetite for smart stuff. 
You never know who your man is at the other end of the bar- 
Sgain. Wouldn’t it be wise to look upon him as a sensible 
man who will respond to sensible stuff, in attractive pack- 
ages instead of the stuff that smacks of the street and of 
the alley. 

Eigh^: Be in earnest. 

In St. John, you find these words: “If ye abide in me, and 
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my words abide in you, ye shall ask what ye will, and it 
shall be done unto you.” 

Then, agciin, do you not recall this advice of the Master: 
“Ask, and it shall be given you ; seek, and ye shall find ; knock, 
and it shall be opened unto you.” 

Whether you receive in proportion to what is promised, or 
what you request, depends largely upon the earnestness of 
your approach. Faulty composition on the part of a writer, 
or flagrant errors on the part of a speaker will be quickly for- 
gotten if either the writer or the speaker is in earnest. 

Ninth: Be alert. 

If I were to define efficiency, I should simply say that it is 
a matter of keeping our eyes open. You will never know 
what to put into your letters or what appeals to people unless 
you keep your eyes wide open. Learn to be alert. 

Tenth: Be patient. “Be patient,” as I define it, means 
nothing more nor less than keeping our heads. 

You see letters coming into the office, giving you “the devil” 
for this or that. That should never be your opening for com- 
ing back in the same way. Smallness on the part of the other 
feUow is invariably a generous invitation to you to be big. 
Because a man calls you a liar when he has temporarily lost 
his balance is no reason under the sun why you should retaliate 
with a similar line of small town talk. Just remember that. 

Eleventh: Be a stickler for simplicity. 

The “Message to Garcia,” I am told, has been translated 
into as many languages as the Bible. The Japanese Govern- 
ment a few years ago purchased 500,000 copies of it. The 
General Passenger Agent of the New York Central Railroad 
purchased even more. What a simple story! Lieutenant 
Rowan was given a message and was told to deliver it to Gen- 
eral Garcia in the wilds of Cuba. He didn’t ask what trolleys 
ran past the door, how he was going to get there, or anything 
of the kind. He was told to deliver that message and he de- 
livered it. Around that simple incident, Hubbard wove a 
fascinating story which to-day is a classic. I commend it to 
you for its simplicity. 

But over and above that, let me commend to you the Twenty- 
Third Psalm, which, according to the words of Henry Ward 
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Beecher, has charmed more griefs to rest than all the philos- 
ophy in the world: 

The Lord is my shepherd; I shall not want. He maketh me to lie 
down in green pastures; he leadeth me beside the still waters. He 
restoreth my soul; he leadeth me in the paths of righteousness for His 
name’s sake. Yea, though I walk through the valley of the shadow 
of death, I will fear no evil, for thou art with me; thy rod and thy 
staff, they comfort me. 

No wonder that this great psalm can be comprehended by 
any man, woman or child. It embodies guidance and help- 
fulness in language that is simple and direct. 

Twelfth ; Be clear. 

It doesn’t make much difference what the boss thinks about 
your letter. It doesn’t make much difference what you think 
about your letter. The question is: What will your real or 
prospective customer think about it? Will he understand it? 
That is your job; your job is always the other fellow. The 
supreme boss of any business is the customer, the customer 
every time. 

Let me give you one simple little illustration. Take the two 
words “answer” and “reply.” They are synonymous in mean- 
ing. Technically, we answer questions and reply to charges, 
but if you were to meet me on the street to-morrow morning 
you would invariably say, “Mr. Wiers, you haven’t answered 
my letter.” You wouldn’t say, “You haven’t replied to my 
letter.” So in choosing between these words, I choose the 
word “answer” in preference to “reply,” because it is the lan- 
guage common to other folks. 

I do not put any highbrow stuff in letters. Two-thirds of 
my life has been spent in taking out big words, taking out ex- 
pressions here and e:q)ressions there, althou^ they may be 
right (I am not decrying them) ; they may be right according 
to rules of grammar, but Henry Ward Beecher once said when 
preaching, “If grammar gets in my way, God help the gram- 
mar.” [Laughter.] Beecher had the ri^t dope. 

Adjust your message to the other man. Talk always so he 
can understand you. Go over your letters before they go out 
and also develop a sufficient regard for your own messages to 
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do all the signing yourself. Always dictate deliberately. Re- 
member that a goodly percentage of letters dictated in this 
world circulate widely beyond the person addressed. Most 
every letter and most every person has more influence than any 
of us imagine. 

When I was with the Larkin Company, we used to get letters 
time and time again, requesting a piano or an organ for a 
church, a carpet for a new lodge room, and a variety of other 
things. We always turned down those requests, with a detailed 
letter that would enable the recipient to appreciate the sanity 
and the justice of our declination. 

If a young man should come into my office to-morrow morn- 
ing and ask this question — ^“Mr. Wiers, may I go to the ball 
game?” I wouldn’t fumble around with some papers while he 
was talking to me, as many a busy employer would do, and let 
him go out and advertise me in some such way as, “I just had 
a talk with the old bear, the old nut; he doesn’t appreciate ball 
games, or golf, or anything else.” Instead, I would have him 
sit down — and here I catch the psychology of a letter, too — 
and I would say, “Now, John, look here. That ball team is 
to be in town all this week. You know we are very busy. You 
know how much we depend upon you. I wonder if you couldn’t 
defer the pleasure you have in mind until, say, Thursday or 
Friday when perhaps I shall be able to go with you.” 

Now let’s apply the same ethics to a letter. I wouldn’t write 
a letter and say bluntly, “We cannot do so-and-so.” I would 
soften it a bit and say, “Much as we should like to comply with 
your request, we find it impossible, for such-and-such reasons.” 
I would do this in order to show the sympathy of the writer, 
to show that the writer has a heart. 

Thirteenth: Be a lover of people. 

Before you leave Boston I suggest that you go out in front 
of that magnificent church made sacred by the memory of 
Phillips Brooks, and pause for a few minutes before his statue, 
on the base of which you will find these significant words: 
“Lover of mankind.” Do you suppose anybody in all this 
world could have paid a more fitting tribute to that wonderful 
preacher than to put those words there, “Lover of mankind”? 

My friends, do you love mankind? If you don’t, I say to 
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you this morning that you may as well quit your letter writing 
business, because it will never be a success in a thousand years. 
Love people. Study them in churches, offices, factories, work- 
shops, wherever you find them. Familiarize yourself with their 
ideas, their ideals and ambitions, ever remembering that the 
closer you get to those upon whom you are dependent for your 
progress, the more opportunity there will be for delivering a 
degree of service that will be sensible, economical and lasting. 

A few months ago I happened to be coming from Chicago 
with a college professor. We sat talking in the buffet smoker. 
Suddenly we started on the subject of dealing with the other 
fellow. As we progressed he told me that he had the largest 
classes in Shakespeare at his university. I said, “How under 
the sun are you able to interest red-blooded fellows in Shake- 
q)eare?” 

He said, “I will tell you. I first get them to like me and if 
they like me they will like the things for which I stand.” 

“Why,” I said, “my dear sir, you have summarized the basic 
principles of salesmanship in a very few words: ‘I first get 
them to like me, and if titiey like me they will like the things 
for which I stand.’ ” 

Fourteenth: Be human. 

There is nothing more or less to that than being a “regular 
guy.” That is all there is to it. Be a “regidar guy” in all of 
your contacts with other folks. It will soon reflect itself, and 
others will find in your leadership something worth following 
through storm and sunshine. 

On that score, may I just add this? As you go ahead with 
your publicity work, whether it is upon the written sheet or in 
some other form, I plead with you to get a better vision of 
your personal influence. The older I grow, the more I become 
convinced that very few men or women ever comprehend their 
individual influence. 

I heard a story a short time ago which I must pass along 
to you. A little boy went out one Sunday morning and putting 
his feet in some tracks in the snow made by his father, said, 
“Daddy, look, I am walking in your footsteps.” His father 
raised his hand to his head and said, “My God, where are 
my footsteps leading my boy?” 
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That is a question you and I can well afford to ask ourselves 
every day : Where are my footsteps leading my boy, my friend, 
my fellow-worker? 

Fifteenth and last : Be a student. 

We do not read enough. We are getting to be slaves to news- 
papers and strange as it may seem, we revel over the details, 
particularly if they are vulgar or gruesome. If John Jones 
shoots his wife, what under the sun do you care about all the 
details ? He shot her. You get that in the headlines, and that 
is enough. She is shot, isn’t she? [Laughter.] Why spend a 
day and a half going over the details of that story? 

What you and I need more and more every day is an active 
contact with good books. I am frank to tell you that I haven’t 
much time to spend on fiction. However, I am not here to 
speak disparagingly of fiction because I know it strengthens 
ouj imagination and affords us a certain degree of rest and 
recreation. I like to read biographies. I like to read human 
stories. I like to read about the things pertaining directly or 
otherwise to my job. I like to have something choice stuffed 
into my bag when I travel, something by means of which I 
can enrich my mind, broaden my vision and enlarge my S3mi- 
pathies. It is just putting into practice that little couplet, 
“Lost yesterday between sunrise and sunset two golden 
hours, each set with sixty diamond minutes. No reward is 
offered because they are gone forever.” 

Finally, there are “yes” words and there are “no” words. 
The “yes” words which a correspondent shoidd always keep 
prominently in mind are : Courteous, sincere, pleasant, friendly, 
cheerful, warm and helpful. The “no” words which should not 
be a part of his vocabulary or a part of his activities are : Dis- 
courteous, curt, sarcastic, sharp, impertinent, peevidi, cold, 
over-bearing, and harsh. 

It isn’t the thing you do, dear, it’s the thing you leave undone 
That gives you a bit of heartache at the setting of the sun. 

The tender word forgotten, the letter you did not write, 

The flower you might have sent, dear, are your haunting ghosts at 
night. 



C. K. WOODBRIDGE 

SALESMANSHIP AND ADVERTISING 

Tliis address was made before various business organizations in 
1925 by Mr. C. K. Woodbridge who was then president of the 
Dictaphone Sales Corporation. 

Advertising and Selling in all lines needs re-firing. Di- 
rectors, presidents, manufacturers, jobbers and retailers have 
been too greatly concerned with the problem of production, 
and not distribution or consumption. Now we are facing 
changed conditions. Goods must be sold. The masters of the 
market — ^advertising men and salesmen — ^have come again into 
their own. Their services are needed. Their counsel is sought. 

It is easier to handle material than men. The factors are 
the same in one case, but in the other not so. Sales must be 
made every day under constantly varying conditions. For 
years we’ve been hitting the high spots. Now we are confronted 
with the need of constructive selling, of finding a market 
through strenuous and continuous advertising and sales effort. 

Production without adequate distribution is without avail. 
Production of itself fills no pay envelope. Wage money comes 
from sales at a profit. Wholesalers and retailers have experi- 
enced an entire change in their clientele in the last few years. 
Customers have been drawn to them largely because they, at 
the time, had the kind of merchandise needed for the extension 
of the individual business, and now the wholesaler and retailer 
are put to the test to see if they can retain this clientele against 
the competitive field produced by a buyers’ market. 

There is a good rule of business that goes like this. Find 
out what the people want — ^what they can afford to pay for it — 
then manufactmre a quality product to fit that want at the price. 
It is conceded that all may not want the same thing. Location, 
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custom, utility, earnings, ambitions, all these thin gs enter into 
the wants of people. This fact produces a variety in quality, 
style and price of merchandise. Our products are highly di- 
versified. This great diversification of business is perfectly 
natural for we meet constantly changing conditions interna- 
tionally, nationally and locally, and the effect of these dhanges 
is felt right down the line. The conditions we now face in 
business are Just what we must expect for the law of Supply 
and Demand goes on working all the time. 

Advertising and Selling in developing future markets faces 
constant changes. In Birmingham, England, there is a great 
series of manufacturing plants, which during the War were 
engaged in the manufacture of guns. Now that gun demand 
is gone, plants, many of them greatly enlarged during the 
War, are for the most part idle. Shall we wait for a new war 
or find out what the public wants and what they can afford 
to buy and market something that has real present service 
value? 

Too many industries are over-equipped and so long as this 
continues bargain sales and bankrupt sales continue. Never 
mind how much you can make. Find out what you can sell 
at a profit. Preparation for the future is essential now. Every 
business, big and small, needs what I call a Forward Looking 
Department. The crow’s nest, if you please, of the business 
ship. You have a Planning Department in the factory. Why 
not a Planning Depjirtment in sales administration? 

Many a fine idea is allowed to go into discard because it 
is no one man’s particular job to follow that idea throu^ to 
a conclusion. Each one of us is cluttered up with the daily 
details of his job. Who does the advance reading for your 
company? Who keeps abreast of the changing selling problems 
produced by chan ging market? Would you fire a man who was 
caught reading a book in the day time in an endeavor to get a 
broader vision of his job? 

How many executives sit down in their office in the morning 
and read over some of the latest editorials in the trade journals, 
or search the columns of the daily press, or the J otimal of Com- 
merce, or some other business man’s paper? Whom have we 
in our organization delegated to study the newest problems of 
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advertising and selling occasioned by federal trade decisions, 
the attitude of labor unions, the Webb-Pomerene bill, trade 
acceptances, and the like? Whom have we to make a digest 
of the best of this material and pass it along to the members 
of the organization so that everybody may be up-to-date on 
such subjects and have time to give them some thought in 
the routine of their business? What contact do you make 
with your public library? 

Some of us will say that the advertising man has no busi- 
ness to devote any of his time to such work; that the sales 
manager should devote his time entirely to sales; that the 
credit man should devote his time altogether to the collection 
of money ; and the executives to the pertinent matters of daily 
management. It would seem that such men who reason this 
way are holding the penny before their eyes and hiding from 
view the half dollar beyond. The business world is constantly 
changing. The business mind must be keen and alert. We 
must understand and appreciate changes if advertising and 
selling is to develop present and future markets. 

In a business enterprise we deal with three major functions : 
Production — ^Finance — ^Distribution. These three comprise 
business administration. Each of these has its definite func- 
tions to perform. It is a triumvirate, if you please, with a 
common objective — sdes at a profit. 

Business enterprises vary in size from the one man enter- 
prise, handling all the functions of business administration to 
the giant corporation with many men each handling only one 
ftmction as a part of the whole. The policies of a business 
enterprise must be determined by business administration. 
An organization must be created to carry out the details. The 
enterprise must have an objective. Sales policies, like pro- 
duction and financial policies, should be decided by the ad- 
ministration as to their general character. Policies determine 
what the plan of action shall be. Then follows the operation 
of the plan. These two functions are as much a part of ad- 
vertising and selling as they are of production and finance. 

Let us look back. The medieval merchant who sold abroad 
went forth with his pack or his boat load to find his market. 
L. C. Marshall of Chicago University, in “Business Adminis- 
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tration” says: “With an intimate knowledge of his product 
(often his own manufacture) the early merchant performed 
the functions of transportation, police protection, insurance 
(risk against fire), storage, market analysis, advertising, 
selling, credits and collections.” As the business enterprise 
developed, these functions and others found their natural place 
under production, finance and distribution. 

The functions performed by the early merchant in the natural 
course of finding a market for his goods, indicated the scope 
of subjects necessary to the proper understanding of present 
and future markets. While these functions are to-day per- 
formed in most business enterprises by the specialists, it is ob- 
viously essential that they be coordinated under one head if 
sales administration is to properly operate for maximum sales 
results. It follows that there must be one supreme head for 
sales administration, be he Vice President, General Sales Man- 
ager or Sales Manager — ^the title matters little — his authority 
is of great importance. 

In the consideration of sales administration, I pass without 
comment management by committee — ^boards, etc., as I hold 
no brief for their operation. Delegated authority to act is, I 
think, the most acceptable form of sales administration. 
Specialists in business enterprises are knit together by author- 
ity. Like a football team, ^e individuals of a business enter- 
prise acquire knowledge of specialized tasks under direction 
of a coach. Each team plays the game xmder authority of its 
captain. We need to recognize that there is a time for plan- 
ning and a time for operating. If both functions are performed 
by one man the time for planning is not between the hours 
9 to s, when active sales operation can be best performed. 
The great crime to-day is Ae paltry few hours devoted to 
Rplling each day by the man who sells in the presence of the 
man who buys. 

Obviously to cover all the functions in sales administration 
necessary to the development of present and future markets 
is not possible at this time. Let us then just consider a few 
important factors. 

Advertising is a recognized function in distribution. The 
cost of advertising is a much discussed theme. How much 
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shall it cost? Each advertiser must answer that question in 
his own way. A public discussion of costs will not help men 
and women to a fuller appreciation of advertising. A public 
discussion of how advertising is used in every form of en- 
deavor from the amateur theatrical to products of daily use 
and the molding of public opinion will cause the public to 
appreciate its function because of the beneficial results. It’s 
not the cost that needs emphasis. Make people appreciate 
what a factor good advertising is in our daily routine and there 
will be less and less talk about the cost. 

The Right Hon. Winston Churchill at the International Ad- 
vertising Convention held in London during July said: 

“Advertising nourishes the consuming power of men. It 
creates wants for a better standard of living. It sets up before 
a man the goal of a better home, better clothing, better food 
for himself and his family. It spurs individual exertion and 
greater production. 

“We in our modem world, if we are to supply the provender 
and products for the enormous population of the present day, 
must march always with the opinion and the needs of millions 
and millions of people. If we are to supply the needs of the 
modem world it can only be on the basis of mass cooperation, 
and mass cooperation can only be obtained by advertising. For 
mass cooperation means that a desire to secure better t>iing<; 
must have been created in the minds of the masses of people. 
When this desire has been noade effective demand by greater in- 
dividual effort, mass production follows, reducing the price of 
commodities to the individual. 

“The things a man wants for himself and his family should 
be pictured to him in honest, simple terms. He should be given 
the desire to produce more so that he can possess the thingg 
he now wants. The average man’s consuming power is the 
measure of his power to purchase. Advertising which makes 
him want better things and points out to him that to have 
them he must do his share of the work of the world is thus a 
true world tonic for better times.” 

The biggest job to-day, in sales management, is the refiring 
of the individual salesman. We need a greater conscientious- 
ness of the acts to be performed by a salesman to meet the 



SALESMANSHIP AND ADVERTISING 441 

mental process the mind goes through while a sale is being 
made. 

1. The introduction or approach 

Is there one common form? 

2. The art of making an impression 

How is it accomplished? 

3. How shall salesmen establish points of contact? 

4. How do we arouse interest? 

5. How do we hold attention? Do we know the importance 
of eye selling? 

6. How do we meet objections? 

7. Have we the art of leaving an “open door” behind us? 


Sales Morale 

Someone has said that there are three great essentials in 
selling — ^Health, Habit and Industry. The salesman’s mental 
attitude to the house, product and customer must be ri^t 
if he is to successfully sell. Oftentimes you can detect in a 
man’s voice a sarcastic note. When you notice this, that is 
the time to nip it. Do not allow a man to keep a grouch. 

Require obedience to rules. Wishwashy decisions make dish 
rag salesmen. Decide and lead the salesmen to a decision. 
Salesmen need to be directed by someone. Salesmen need to 
feel that the house has a personal interest in its men and their 
families. Intelligent, sympathetic supervision is required. 
Encourage men to come and tell their troubles. Help a worthy 
man to a higher position if in your power. It is a big feather 
in a manager’s cap to develop men rather than to himt for new 
ones and it is not a sign of intelligence and ability to hire and 
fire men. Don’t fire, refire. 

Salesmen need to grow with the house. They must be made 
to realize that they are progressing. The tailender deserves 
vmstinted support. We are prone to play winners. Those are 
the fellows we like to be with. It is the average salesman, 
however, that counts. Boost the average by helping the tail- 
enders. The salesmen should be known not only as they appear 
in the office, but as they also appear on the field. Go out on 
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the firing line with your men. An occasional trip through the 
territory is of immense value. Show your men as they appear 
in action. 

Most of us are strong advocates of the weekly sales bulle- 
tins, which should be composed by the sales manager or a 
competent person under his direction. This bulletin is of the 
utmost importance. It should be a sales bulletin and not a 
sales bull. Salesmen need the stimulus that comes from a well 
planned contest in sales. The spirit of rivalry is in all sales- 
men. Friendly rivalry is a great sales builder, and better yet 
it builds sales morale. 

Sales conventions to some extent build sales morale. It 
is too frequently like a big circus and those in the “ring” do 
the playing. There seems to be a growing tendency for large 
companies to get away from the big convention idea and call 
small group meetings, a series of small conventions. It’s simply 
getting down to a closer personal relation with all men. 

Believe in your men but keep an eye on them. Keep close 
to your men by working with them; to change their view- 
points, you must understand their viewpoint. 

The personnel of the Administrative Department determines 
to a great extent the kind of sales morale we could build. It 
is impossible to expect salesmen to secure constructive ideas 
for well built manhood if those who represent the house live 
an existence inconsistent with the rules of good living. Men of 
honor, men of integrity, men of open mind with clear vision and 
good judgment, will collectively make an organization to which 
salesmen can look for inspiration, for when a salesman has 
firm convictions about the standing of his house ^md his 
product, he will have the courage required to put the message 
across. Doing something for the other fellow : This is one of 
the forces that makes for salesmen’s success. It is a success- 
ful business man’s e:^erience. 

Let me illustrate. A salesman visited a store one day and 
while waiting to see the owner, he noticed that the girls at 
the telephone, located on a balcony, were constantly shouting 
down to diffecent parts of the store, to find out what the price 
of this, that and the other thing was that morning. For ex- 
ample, they had to ask the price of eggs, butter, potatoes, 
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etc. During a talk witk the merchant the salesman diplomat- 
ically mentioned what he had observed and asked the merchant 
if he had ever considered the advisability of placing a large 
black-board in front of the telephone operators, with the prices 
of staples marked plainly and kept strictly up to date. The 
merchant’s reply was “You are the first salesman that has 
ever offered a suggestion of any value to me in my business.” 
Thereafter that salesman in the mind of the merchant was not 
only thouglit of as a salesman, but as a man with individuality. 
Eoiow what the other fellow thinks of you. 

Sometime ago, realizing that many a selling plan or sugges- 
tion developed in the ofiice was not always practical when 
presented to the merchant, we encouraged our men to get 
dose to the buyer. The salesman, at the close of the day, 
during the busy hours of city trade, entered the retail store, 
donned an apron, and sold goods over the counter. He thus 
came into personal contact with the consuming public and 
learned what it thought of his product and gathered many good 
ideas as to its use. By collecting the ideas of the individual 
man, we soon had a great many ideas which, when applied 
to our business, put us in tune with the public. Know what 
the consumer thinks of your product. 

No product is complete by itself. You have seen in the 
street cars of New York, Sunshine Biscuits advertised by a 
picture showing cheese and jelly; you have seen Ridgeway 
Teas advertised with a plate of biscuits; you may recall that 
Armour advertised hominy to promote the sale of butterine. 
You have seen great success in selling developed in retail stores 
through the combination of your own product with others. The 
Public Utility Companies sell oil, gas and electricity — yes — 
but stoves, lamps, heaters, electrical appliances and a variety 
of smaller merchandise helps sell their principle product. The 
General Electric Company has made a specialty prod- 
uct out of a common light socket plug by concentrating in 
advertising and selling on the convenience it is in the use of 
all kinds of electric appliances in the home. 

We hit the high spots in our advertising and in our selling. 
We emphasize fancy shoes and forget the stockings ; we spout 
away on the value of a thing that we carry and fail to re- 
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member that vdthout some other products ours would be a dis- 
mal failure. It is only our fear that the other fellow will take 
something away from us that keeps us from combining forces 
in advertising and intensive sales work that would, without 
doubt, inaease the sale of our individual product. 

“Never mind if you are an artist,” said an employer of mine, 
“if you have drawn a horse, write the word horse trader it.” 
TalHng big profits in percentage and dollars sounds fine, but 
when a salesman in Florida held fifteen dollar bills before a 
grocer, and told him he would give them to him at the close 
of 30 days, if he sold $100 in merchandise, it did the trick, 
where fine talk cleverly put failed, and where a repetition of 
IS per cent on $100 did not paint the right picture. The young 
man selling the adding machine proved that old Harrison could 
save $12 a week and prevent the bookkeeper from making 
mistakes— but he didn’t buy. He hit all the high spots and 
made no sale, because, said the district manager, he should 
have let old Harrison hold the stop watch, find the book- 
keeper’s error, and figure the saving. Get the buyer in the 
picture. Put a label on your story. 

It is said that we know the least about the things that are 
nearest to us. We all have buttons on our coat sleeves, but 
none of us can tell right “off the bat” how many. We live in 
the Woolworth Building, but few of us know what can be 
seen from the tower. We boast in New York that we don’t 
know our neighbors. Yes, there axe acres of diamonds in your 
back yard — go dig for them. Then get together in your 
monthly meetings and help the other fellow. 

We had a great common cause, that forced great bodies of 
men to concentrate on things industrial and which brought 
great groups of men together socially while prosecuting a 
great war. Out of all this has come a greater appreciation 
of our brother men. We are learning the best way to make 
men is to be men ourselves. Edward Everrett Hale gave us 
three great rules for business living. First: Live in the open. 
Second: Touch elbows with the rank and file, and Third: Talk 
sveiy day with somebody who knows more than yourself. 





OWEN D. YOUNG 

THE DAWES PLAN 

Owen D. Young was bom in Van Homesville, New York, in 
1874 and began the practice of law in 1896. He has been active 
in his profession and in business and was a member of the com- 
mission which established the Dawes Plan in Europe. The fol- 
lowing speech was given at the testimonial dinner tendered him 
by the business men of New York at the Waldorf Astoria Hotel, 
December ii, 1924, in recognition of his services as a member 
of the Dawes Commission and as Ad Interim Agent General 
of Reparation Payments. Secretary of State Hughes spoke as fol- 
lows over the telephone from Washington: “It is no disparage- 
ment to others to give signal and appropriate recognition to the 
eminent and constructive ability and tact, rather I should say the 
genius, of Owen D. Young, which made possible the formulation 
and adoption of the Dawes plan. That plan has stood the test 
of both economic and political analysis and the best tribute that 
could possibly be paid to Owen D. Young is written between the 
lines of the protocol concluded at the London conference.” 

Mr. Chairman, Ladies and Gentlemen: — From my own ex- 
perience and from observation, I have learned that unless one 
is an historian or a philosopher and a master of discriminating 
speech, it is unwise to talk of things which have happened or 
are to happen. It was with this in mind that on my arrival in 
this country, I made a firm resolve, and by way of better moral 
security, a public announcement, that it was my intention to 
come home, take up my job and keep quiet. Here I stand a 
defaulter on my own resolve. Compelled as I am to choose 
between seeming to be ungrateful or speaking, I choose to 
speak. Wherever these words may go, however, this warning 
must go with them. I speak only my personal views as a pri- 
vate citizen. I hold no warrant to speak either directly or 
indirectly for the Government or for the citizens of the United 
States. 
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There must be no doubt in your minds of the gratitude I feel 
for this public e:q)ression of your appreciation and your con- 
fidence. I feel guilty, too, in stealing one more evening from 
your all too busy lives. "Wiat I should like most to say is, “I 
thank you from my heart — ^let us all go home.” That would 
be taking myself too seriously. This celebration to which you 
have so seriously responded is your testimonial of gratitude 
that there promises to be some tranquillity in Europe and some 
healing of the wounds of war. 

It is your expression of satisfaction and of pride that America, 
at last, after a period of hesitation and of doubt, has played her 
part in an effort of peace as she previously did in the effort 
of war. 

Let me express my regret that General Dawes is unable to 
be present to-night. His absence, however, enables me to say 
something which his presence might have prevented. He has 
so generously given credit to his associates for the plan that 
the truth should now be told. I remember sometime during 
the first two weeks in Paris when the name “Experts Com- 
mittee” was gradually giving way to the name of “Dawes Com- 
mittee” and when things did not look very hopeful, the General 
said, “Well, let them call it the Dawes Committee; someone 
has to stand up and take the garbage or the garlands.” Let 
me say that at the time when the name “Dawes” became at- 
tached to the Committee, it looked as if the bouquets would 
all be of the backdoor variety. 

Every one of my industrial associates knows that his business 
is composed of two important departments and that the men 
who are successful in one are seldom qualified for the other. 
One is manufacturing, the other is sales. It is not enough to 
manufacture a product, even a good product. It must be sold. 
The installation speech of General Dawes which was published 
in full in the newspapers of all the principal countries of the 
world created at once a change in the public opinion of Europe. 
His directness, his clearness, his determination and his courage 
suddenly dispelled despair and doubt and gave hope and con- 
fidence to the masses of people of Europe and a feeling of pride 
to the people of America. From that time on, the Committee 
was no longer the “Experts Committee,” it was the “Dawes 
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Committee.” The man with the pipe who was unafraid. 

Politicians of all countries knew well how to get away with 
an “experts” report. They looked with anxiety on the ap- 
proaching Dawes report. The point I desire to make is that 
the Committee followed the best commercial and financial prac- 
tice by having its goods sold before they were manufactured. 
In the language of the advertiser a “consumer demand” was 
built up for the Dawes Report before anybody knew what it 
was to be and before a line of it had been put on paper. Gen- 
eral Dawes was the sales department of our concern. In that 
department he had no assistants or associates and he needed 
none. The other members of our Committee will testify that 
the greatest contribution of any individual member of the 
Committee was made by General Dawes. 

The remaining members of the Committee, with General 
Dawes as leader, were all in the manufacturing department. 
We made our product conscientiously and with the best knowl- 
edge and skill at our disposal. Each national delegation had 
its aides, experts, and assistants, and from them came guiding 
information and helpful suggestions. On the Committee itself 
were men of great ability and highly specialized training. I 
associate myself unreservedly with what General Dawes has 
said of them. With a manufacturing department thus set up, 
it would have been a reflection indeed if we could not have made 
a relatively simple article which would meet the requirements 
of a well advertised market already prepared to receive it. 

Now, Mr. Chairman, let me say a word about the character 
of the report itself. One listening to its enthusiastic advocates 
would think it an inspired document which, taking account of 
the great international, racial, financial, and social currents of 
the world, had solved completely, and perhaps forever, those 
great problems. One listening to its worst enemies would feel 
that the plan was a mere superficial veneer which was bound 
to crack and disintegrate with the burning passions and the 
freezing selfidiness which it concealed. Let me say that in my 
view both of these estimates are wrong. The members of our 
Committee well knew that human minds are too small to com- 
prehend such great forces and to make a plan which undianged, 
would be permanently effective to control them. The Com- 
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mittee set about its work in a quite different spirit. It was 
in the spirit of the scientific research worker from whom we 
are all learning so much. Knowing that great forces exist, he 
does not try out of hand to build a machine which will harness 
them and then sit back and say that the machine is finished 
for all time. Not at all. He tries to find out the character of 
the forces and something about their nature, direction, and 
intensity. So our Committee sought to make a machine which 
would indicate, and in some degree measure the extent and 
direction of these international economic forces with which 
we had to deal, and we tried also to insulate the machine so 
far as possible from the cross currents of domestic politics in 
order that the measurements might be more correct. To be 
precise, we preferred not to speculate on what Germany could 
pay; we sought a machine whidi would demonstrate both her 
ability and her will to pay. 

Whether Germany would pay could only be ascertained by 
discovery, first, of her willingness to pay, second, of her ability 
to produce, and third, of the capacity of the markets of the 
world and of the creditor nations in particular to absorb her 
goods. There was much debate and many doubts as to her 
willingness to pay. That was a political question which could 
only be answered by sixty millions of German people acting 
through their political agencies. There was a difference of 
opinion as to her ability to produce. That was and is a ques- 
tion which depends not so much on the size of her plants and 
her available capital supply as on the spirit and discipline of 
her labor. And as to the capacity of foreign markets to receive 
German goods, the economists of the world made such widely 
divergent forecasts that they conclusively proved the inade- 
quacy of all reliable statistics on that question. Our Committee 
did not step in where winged students feared to tread. 

The Dawes Committee did not approach the problem of 
reparations in the spirit of imposing a penalty on Germany. 
It did not attempt to fix the blame for the War. It was not per- 
mitted even to determine the total amount of Germany’s obliga- 
tion. It merely found the fact that the allied nations had 
become heavily burdened with debt and that their citizens were 
struggling tmder an unprecedented taxation to pay the cost of 
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tins great catastrophe. Germany was asked by our plan to 
assume and pay, or at least to show her willingness to assume 
and pay annually her fair share. Germany was asked to submit 
her industries and her people to a burden of taxation for debt 
paying purposes reasonably commensurate with the taxation 
which her neighbors had to impose upon their industries and 
their people in order to pay their war debts. As General Dawes 
well said in his letter of transmittal, “More than this limit 
could not be expected and less than this would relieve Germany 
from the common hardship and give her an unfair advantage 
in the industrial competition of the future.” 

There was one specification of the plan which the Committee 
always had in mind. It was this specification which made it a 
practical success. When I am in the country, my chief occupa- 
tion is to trade cows with my neighbors. Just before I left 
for Europe, having spent the whole of an arduous morning in 
a most difficult negotiation, I said to my neighbor as he seemed 
about to leave, “Abe, will you buy that cow?” His answer was, 
“Well, she’s most too dear to take and she’s most too cheap to 
leave.” The plan had to be such that when put to the in- 
terested countries, each would feel that it was most too dear 
to take and most too cheap to leave. 

And so the plan was issued on the pth of April, the Com- 
mittee having sat continuously from the i6th of January. A 
few hours after its issue, the Reparations Commissioners ac- 
cepted the plan so far as it was within their power and recom- 
mended it to their respective Governments for action. Germany 
immediately responded favorably, and the creditor Governments 
in Europe, although delayed somewhat by elections bitterly 
fought both in France and Germany, moved forward to the 
Conference of London. 

The plan itself dealt only with the economic problem of 
reparations. It did not deal with its military and political 
aspects. It recognized that the political and economic unity 
of Germany as established by the Treaty must be restored and 
that the occupation of the Ruhr must be made consistent with 
credit requirements. It did not state when or how. The Con- 
ference of London was to deal with all of the problems neces- 
sary to make the plan effective except the Ruhr evacuation. 
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This was arranged at the same time, but technically outside 
the conference, between the Governments of France and Bel- 
gium on the one side, and the Government of Germany on the 
other. England maintained her position that having protested 
the entry into the Ruhr, she would not recognize its propriety 
by becoming a party to an agreement for its evacuation. 

All of the nations who were creditors of Germany under the 
Versailles Treaty participated in the London Conference. 
There were present also under limited instructions but carrying 
most weighty influence, Mr. Kellogg, our Ambassador at Lon- 
don, and Colonel James A. Logan, our unofficial observer in 
Paris, representing the Government of the United States. The 
great powers of England, France, and Germany were repre- 
sented by so-called minority Governments. That is to say, no 
one of these three Prime Ministers had in his own party a 
majority of the Parliament for which he spoke. Under such 
circumstances, it was not only necessary for these Prime Minis- 
ters to satisfy themselves and their party principles but they 
constantly had to feel the pulse of the Parliament houses in 
London, Paris, and Berlin. Under such difficulties, the London 
Conference dragged slowly on from the i6th day of July to 
the 1 6 th day of August when the final protocol was initialed 
by the secretaries of the different powers and the delegates went 
home to seek the assent of their respective Parliaments to the 
extent required. Let me say in connection with the London 
Conference that too great credit cannot be given — 

First, to Mr. MacDonald, as Presiding Officer of the Con- 
ference, for his fairness and his tact, and as Prime Minister of 
England, for his liberal views on the one side and his devo- 
tion to the continuity of the foreign policy of his country on 
the other. 

Second, to M. Herriot, the Prime Minister of France, who 
stood throughout the conference on the ground that all disputes 
arising under the plan should be submitted to arbitration, and 
that France’s best security lay in her economic and financial res- 
toration through proper reparation payments, and in the devel- 
opment of a more democratic Government in Germany herself. 

Third, to Herr Marx, the Chancellor of Germany, who met 
his difficult problems, both at home and abroad, with dignity 
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and courage, and an openness and fairness of mind which made 
one feel that at last Germany had laid aside her clanking sabers 
and was ready to work and pay her debts. 

M. Theunis, the wise Prime Minister of Belgium, was one of 
the ablest and most tactful participants in the Conference. 

Italy, although not represented by the head of her Govern- 
ment, provided spokesmen who were so able and alert that they 
made themselves invaluable. 

I cannot close this reference to the London Conference 
without congratulating you and the Government of the United 
States on the great contribution made to the success of that 
international meeting by Mr. Kellogg and Colonel Logan. 
Placed as they were in a difficult position where their merest 
suggestion came with the backing of one himdred and ten mil- 
lions of independent and prosperous people, they showed dis- 
criminating judgment, tact, and fairness. It would be readily 
agreed by all participants that but for their presence, speaking 
for America, the Conference could not have been a success. 

The Parliament of France sustained M. Herriot’s commit- 
ments by a large majority. In England, Mr. Baldwin made 
a statement in the House saying in substance that he hoped 
Mr. MacDonald, the Prime Minister, understood that in his 
efforts to put the plan in effect, he had the backing of all parties 
in the Government. 

Mr. Chairman, may I pause to ask is it too much to hope 
that some day we may establidi a definite foreign policy and 
maintain its continuity free from the horse-play of domestic 
politics even with changing administrations. If so, the interests 
of this country and the peace and tranquillity of the world would 
be advanced and insured. After all is it true, Mr. President, that 
because our people are of different racial ingredients, they wUl 
not patriotically support a wise, courageous, definite, and non- 
partisan foreign policy of the United States of America? Per- 
haps we need to put our State Department in sudi a non-par- 
tisan position that all citizens, including members of the Senate, 
may speak and act in foreign affairs with individual inde- 
pendence, free from the thought or charge of being traitor to 
the political party of their affiliation. 

In Germany, the Chancellor and his associates asked the 
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Reichstag for approval of the London Agreement. Two parties 
were in opposition. The Extreme Left, namely the Communists, 
opposed the plan as a new machine of capitalistic bondage. The 
Extreme Right, the Monarchists and Reactionaries, opposed the 
plan on the ground that its burdens were too heavy, and in- 
cidentally as a matter of domestic politics, because the position 
of the Central Democratic parties would be strengthened. A 
large majority of the Reichstag, but less than two-thirds, ap- 
peared on the initial votes to be in favor of the plan. It was 
necessary to deal with three subjects : the reorganization of the 
Central Bank of Issue, the imposition of $1,250,000,000 of 
bonds on the industries of Germany, and the transfer of the 
railroads of Germany to a private company and the creation of 
more than $2,500,000,000 of first mortgage bonds on the rail- 
roads for reparation account. Under the German constitution, 
the necessary bills for the first two, namely the reorganization 
of the Reichsbank and the creation of the German Industrial 
Bonds could be and were voted by a majority. The Railroad 
Bill, however, required a two-thirds vote and neither of the 
first two bills had received so large a majority. The Chancellor 
entered the Reichstag for this final vote. He held the decree 
of the President of Germany for the dissolution of Parliament 
in his pocket and frankly stated if the Railroad Bill were not 
voted, the Reichstag would be dissolved and an appeal would 
be made to the country in new elections in behalf of the plan. 
The vote in the Reichstag is taken by ballot, a white ballot 
meaning “yes” and a pink meaning “no.” The Nationalist 
party as opponents to the plan walked to the ballot box with 
pink slips meaning “no” upheld in their right hands. With 
their left enough of them put in white ballots so that the Rail- 
road Bill was carried. The strongest single political party in 
Germany did not dare reject the plan and go to the country on 
the propriety of their action. That their judgment was jus- 
tified is shown by the elections on last Sunday. That election 
which strengthened the position of the Central parties at the 
expense of the Right and Left, would seem to show that Ger- 
many has the will to pay. If the world is convinced of that, 
then the greatest barrier to a final settlement of reparations 
will have been removed. 
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On August 30th, the representatives of all the powers finally 
signed the protocol and for the first time since the War, after 
due hearing and full discussion, after separate consideration of 
the terms in their home capitols, the great nations of the world, 
Germany included, meeting on equal terms, agreed. Tlie plan 
was adopted. 

America and En^and and the countries of the continent sent 
their money into Germany for her economic restoration based 
on the faith that commitments of great nations are still good 
security. The French and Belgiiun armies relinquished their 
hold on the industries, mines and railroads of the Ruhr and 
began their homeward march. They promised to complete it 
within twelve months provided Germany gave continuing evi- 
dence of her will to perform her obligations. So this dramatic 
chapter closed and a new one began two days later, on the ist 
of September, 1924. 

On that day the German Government which had not yet re- 
ceived its loan or assurance that it would be made, deposited 
in the Reichsbank to the credit of the Agent General for Repara- 
tions twenty million gold marks, and ten days later, an addi- 
tional twenty millions. During the mon& of September 
through credits or throu^ pasnnents, Germany, not yet having 
received her loan, paid for the accoimt of the Agent General 
something like ninety million gold marks, a sum substantially 
in excess of the eighty-three million whidh, under the London 
Conference, she had imdertaken to pay during the month of 
September. In October, she paid large sums more, and finally, 
when her loan was negotiated, eight hundred million gold marks 
were placed in the Reichsbank, technically to the credit of the 
German Government, but under the control of the Agent Gen- 
eral. This sum, together with such credits as will naturally be 
given to Germany, is substantially in excess of the total of one 
billion gold marks required of her during the first year of the 
plan. So far as payments are concerned, we may assume that 
Germany has in substance completed her obligations up to 
September, 1925. 

The French and Belgian military and civil authorities in 
the Ruhr cooperated heartily and without reserve to enable the 
Agent General to make available these large sums to German 



454 


OWEN D. YOUNG 


producers for deliveries in kind. Thereafter, deliveries in kind 
were no longer to be taken at the point of the bayonet ; they 
were to be taken at the point of a check book. 

So it was that France by her commitment to the protocol 
and by her acts in execution of it effectively denied to the world 
that she preferred dismemberment of Germany and the military 
domination of Eturope to payment of reparations and her re- 
stilting financial and physical restoration. By this act France 
also showed that she valued the friendship of England and that 
she would go far to prevent the growth of a hostile sentiment 
against her in the United States. 

May I express the hope, Mr. Chairman, that in return we 
will, without doing injustice to others, act towards France with 
a generosity which recognizes all her equities and satisfies our 
feeling of justice, taking into account our historical obligations 
and our traditional and real friendship. 

England, too, made it clear that notwithstanding the com- 
petition of German goods in her own markets and in those out- 
side, she would use her money to hdp finance the industrial 
reorganization of Germany so that turmoil on the continent 
might cease and stability of trade and finance might be restored. 
England did this when there was great unemployment in her 
country, when her great industries were suffering serious de- 
pression, and when in the face of all this she had, with a sports- 
manship which can teach us all a lesson, scrupulously met her 
debts in principle and in practice. 

And so it looks, Mr. Chairman, as if there were a real hope 
of a new day in the world. A day in which human beings in 
all countries may live peacefully and develop and work and 
save. 

The plan would not have been created or adopted without 
America. The present Government of the United States justly 
claims credit for this new advance in international affairs. The 
original suggestion of the Everts Committee came from our 
distinguished Secretary of State. The Department of Com- 
merce, whose eminent head is here to-night, furnished the 
largest amount of helpful information for the formulation of 
the plan. Our distinguished Ambassador to Germany made 
contact and understanding with the Germans possible. Our 
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able Ambassador in London and Colonel Logan were essential 
to the success of the London Conference. Even the President 
and Secretary of State were not without interest in the choice 
of an American citizen to sit on the Reparations Commission 
for the purpose of administering the plan. In a word let me 
say that in my opinion the present Government has done every- 
thing which could properly be done to aid in the formulation 
and to insure the adoption of the Dawes Plan. Personally, 
being of a different political faith, I feel like killing the fatted 
calf. 

Private citizens too, have done their share. Mr. Henry M. 
Robinson, first as a member of the Second Committee of Ex- 
perts, and later, in the installation of the plan itself, rendered 
services of a kind which would be hard to duplicate. Those 
who know him, will understand the propriety and the force of 
this simple statement. Mr. Rufus Dawes in charge of the 
office in Berlin, and Mr. George P. Auld, who established the 
accounting service of the Agent General, both acting as volun- 
teers made my work easy. We have sent Mr. Thomas Nelson 
Perkins to become a member of the Reparations Commission, 
Mr. S. Parker Gilbert to act as Agent General, Mr. Sterrett to 
act as member of the Transfer Committee, and Mr. Gates 
McGarrah to sit as director for the Reichsbank and the In- 
dustrial Bank. To the citizens of New York, I can say nothing 
which would add to the esteem in which they are already held. 
To those of you who are listening in, may I say that no better 
men could have been found to administer the plan. 

Mention should also be made of the great banking firms 
which have aided the execution of the plan through advances 
to Germany both on public and private credits. These advances 
should continue in such amounts as may be deemed from time 
to time safe and wise under the drcumstances then existing. 
They should not be overdone. It would be desirable for Amer- 
ica if she could act in such a way that our total advances mi^t 
be from time to time ascertained and known to be conservative. 
If this were done, we would make the German credit situation 
steady rather than fluctuating and we would not subject the 
credit structure of the world to the strain of quick advances 
and quick withdrawals. A steady, firm, and conservative policy 
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is better for Europe and for us because after all we must re- 
member that the ravages of ten years of economic and social 
demoralization cannot be repaired overnight. The surest re- 
habilitation of Germany will be a slow and steady and health- 
ful growth. There should be no encouragement for her to react 
from this great depression into an unhealthy boom. 

Then too, as stated in the plan, the restoration of Germany 
is not an end in itself, it is only a part of the larger problem 
of the reconstruction of Europe. It is not German credit and 
German currency alone which need to be restored in order that 
financial stability may return to the world. Our low bank rates 
and our greatly increased gold supply will if used wisely enable 
us not only to aid our neighbors but to help ourselves. By 
restoring foreign credits we will increase our export markets 
particularly for our excess food supplies ; by stabilizing foreign 
currencies we will restore throughout the world the free flow 
of commodities including gold. I^en that shall have been done 
we shall hear less in this country, and rightly so, of artificial 
price levels and arbitrary bank rates. 

The plan cannot succeed without the cooperation of the 
people of America. Have we at last realized the responsibilities 
which are the counterpart of our own riches? The plan is an 
economic program. It is not a political one. It requires for its 
execution the continued economic support of the United States. 
It does not require any direct political support or involve any 
political entanglement. Our agencies of business must all co- 
operate in support of the plan. Our men of commerce, industry, 
agriculture, and finance, including the Federal Reserve System, 
must aid in the restoration of the credit and currencies of the 
principal commercial nations. We may debate political par- 
ticipation in the affairs of the world, but we must participate 
in its business, and business knows no political boundaries and 
in its dictionary there is no such word as isolation. 

And so, Mr. Chairman, I pray that this favored nation may 
meet the responsibilities of her great position. I ask that busi- 
ness may be carried on internationally, without sentiment, but 
with vision and with courage. I ask that the spirit behind 
that business may be a worthy expression of the character of 
our people and worthy in the sight of Gk)d. 
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